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This once —let your Secretary be the Boss 


HEN IT’S “‘new-typewriter’”’ time in your office 

we urge you to let your secretary choose the 
typewriter. For, if there’s one subject on which your 
secretary should be better informed than you, Mr. 
Employer. . . it is: Which make of typewriter suits her 
style of typing best? 


Why don’t we say— “Give her a Royal’? Because 
we’re so confident of its superiority that we’ll take our 
chances she’ll pick this, the leading machine! For 
instance, if it’s speed she’s after, she’ll probably choose 
a Royal. (Royal holds the world’s all-tirne speed record). 


Too, typing is less effort on a Royal. No other make 
has MAGIC* Margin, with which she can change 
margins instantly and automatically. A twirl of Royal’s 
Touch Control* dial adjusts key pressure exactly to 
her particular touch. Less finger tension. 


‘ 


Less eyestrain, too—thanks to Royal’s ‘‘no-glare”’ 
finish. And because striking type-bars flash unseen. 
And because the carriage doesn’t clatter and pop up 


when the shift key is struck. 


Let your secretary be an “executive” —this once. It 
costs you nothing. And it will gain you much. Just call 
us for a free “desk test.”? There is no obligation. 


*TRADE MARKS REG. U. S. PAT. OFF. 


WORLD’S NO.1 
TYPEWRITER 


ROYAL TYPEWRITER COMPANY, INC. 


Two Park Avenue 
New York, N. Y. 
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CUTS A PATH THROUGH 
DETAIL ! 





All of us have been too patient with 
the time waste, and the inaccuracy 
of the usual methods for handling 
accounting and paper work. 


Figures are no good unless they’re 
fresh and accurate. Ditto one-writing methods get 
fresh, accurate answers! Ditto one-writing meth- 
ods are the natural response of business to the 
too-complex, repetitive systems in vogue. They 
are a revelation to executives who are charged 
with responsibility for payroll, inventory, 
accouhting—they are a route to speed, accuracy 
and personal effectiveness. 


Send coupon for fascinating booklets, “The 
New Trend in Accounting,” and “Copies, Their 
Place in Business”—a profitable move for any 
executive! 


DITTO, Inc. 

618 §. Oakley Blvd., Chicago 

Gentlemen: Without obligation please send me: 

( ) New D-44 Data 

( ) “Copies—Their Place in Business” 

( ) “A New Trend in Accounting—Order-Billing” 
( ) Arrange a Ditto demonstration for me 

My Name 

Company 

Address 


--------------4 
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O HELP you in making suggestions, 
+ ee asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 


The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to IAS. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting, devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 


The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters. 


The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to J.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet ‘‘ACCOUNTING—The Way to Business Success.” 








Educational Organization 


EXECUTIVE EDUCATIONAL 
COMMITTEE 


JOHN T. MADDEN 
C.P.A., B.C.S., A.M., Sc.D. 


President, International Accountants 
iety, Inc. ; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting; Former 
President, American Association of 
Collegiate Schools of Business. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of Engineering, 
Cornell University ; Sou? resident, 
American Society of Mechanical En- 
gineers; author of “Cost Finding,” 

Industrial Economics,” and other 
textbooks. 


LEE GALLOWAY 


Sc., Ph.D. 


Vice Chairman, Board of Directors, 
International Accountants Society, Inc. ; 
Former Chairman, Board of Directors, 
The Ronald Press Company; Former 
Director, Department of Management, 
New York U niversity ; author of ‘Office 
Management” and other textbooks. 


GEORGE P. ELLIS 
C.P.A. 


Practicing Certified Public Accountant ; 
Member of Faculty, International Ac- 
countants Society, Inc. ; Former Pres- 
ident, Illinois Chamber of Commerce ; 
Former President, American Society of 
Certified Public Accountants; Former 
President, Executives Club of Chicago. 


STEPHEN GILMAN 
B.Sc., C.P.A. 


Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of “Accounting Concepts 
of Profit,” “‘Analyzing Financial State- 
ments,” “Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 
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DATES AHEAD 


| TENTH ANNUAL MEETING 


Controllers Institute of America 


September 29 and 30, and 
October 1, 1941, 
New York City 


MEETINGS OF CONTROLS 


June 


June 3—Buffalo 
| June 5—Philadelphia 
_ June 9—Kansas City 


_ June 10—Cincinnati, Cleve- 


land 


| June 11—Baltimore, Detroit 


| June 12—Dayton, District of 


Columbia 


THIS MONTH’S HIGHLIGHTS 
NEW ACCOUNTING PROBLEMS: 


The experiences of the control- 
ler of an aviation company which 
has expanded many times during 
the defense emergency form the 
basis of an interesting article in 
this issue, by Mr. Dudley E. 
Browne. He puts emphasis on 
what he terms the expansion of 
accounting practice. By this he 
means the problems presented 
by the increases in volume of 
standard accounting work. An 
idea of the complexity of the 
situations encountered by con- 
trollers in these feverish days is 
presented in this article. 


HOLD STEADY COURSE: 


A former controller’s views as 
to what to look forward to ‘’when 
peace comes” is presented in an 
article by Rodney S. ‘Durkee, now 
president of Lane-Wells Com- 
pany of Los Angeles. If business 
executives fail to measure up to 
their responsibilities, he points 
out, there will be a far different 
outcome than if they maintain a 
steady course “‘in the conflicting 
social, economic and _ political 
currents of the chaotic world in 
which we are living.’’ And con- 
trollers must help management 
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Recent Publications 
CONTROLLERS 


INSTITUTE OF AMERICA 


“Controllership: Its Functions and 
Technique.” A book, 134 pages, 
by John H. MacDonald. A careful 
presentation of the status of Con- | 
trollership today. Published, Au- 
gust, 1940. 


1940 134 pages $2.00 


“War Problems of Business As the 


Controller Sees Them.” A report 
of the discussions of a group of 
one hundred controllers, in Con- 
ference January 5, 1940. 


1940 72 Pages $1.25 


“Suggestions for Improvement in the 


Federal Tax Laws and the Admin- 
istration Thereof.” Report of the 
Committee on Cooperation with | 
the Treasury Department, of The 
Controllers Institute of America. 

October, 1939 20 Pages $1.00 


“Budget Methods and Procedures of 


Manufacturing Companies.” A re- 
port of a Conference of Control- 
lers. 

June, 1939 


40 Pages $1.00 


| “Interpretations of the Fair Labor 


Standards Act.” A report of a 
Conference of Controllers. 
November, 1938 24 Pages 75¢ 


Earlier Publications 


June 17—Syracuse 
(Still in Print) 


“Budgeting for Control.” An address 
by Henry D. Minich, Chairman of 


to hold that steady course. 


June 19—Los Angeles, San 


“BUDGETING FOR MANAGEMENT” 


| 


| 
| 
| 
i] 


| 





Francisco 


_ June 23—St. Louis 


| June 24—Chicago, Connecti- 


cut 


_ June 25—Indianapolis, Roch- 


ester 


| June 26—New York City 


Control 


| June 30—Pittsburgh 


Note: These are scheduled dates. 


Some changes may be made. Mil- 
waukee and Twin Cities will hold no 
meeting in June. 











John A. Donaldson’s article, 
“Budgeting for Management 
Use.” is worth careful reading. 
Mr. Donaldson writes interest- 
ingly and constructively from his 
wide experience for The Control- 
lers Institute of America and for 
this magazine. Members of The 
Institute have come to look for- 
ward eagerly for his writings. 
They are real contributions to the 
literature of controllership, and 
inspiring as well. 


EXCESS PROFITS TAX: 


Examination of the vagaries 
and intricacies of the Excess Prof- 
its Tax Act is unending. Some of 
the debatable points are covered 
in an extract from the discussion 
of this subject which took place 
at the recent Eastern Spring Con- 
ference of Controllers, in New 
York City. 





Research Council. 
1932 16 Pages 25¢ 


| “Appraisals and Property Account- 


ing.” Address delivered to New 
York members by Harold Vinton 
Coes, of Ford, Bacon & Davis, Inc. 
1932 12 Pages 50¢ 


Year Books 


1932, 1933, 1934, (1935 and 1936 
out of print) 1937, $2.00. 1938, 
$2.50. Year Book of 1939, $2.50. 


“The Controller” 


All issues since February, 1934, to 


date, with exception of a few, which 
are out of print. 50¢ Each 


Duties of Controller 


| A single sheet, presenting the defini- 


tion by The Controllers Institute of 
America, of the duties of a control- 
ler. Sent free upon request. 
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L.ditortal Comment 


be is generally agreed among business executives 
that formation of The Controllers Institute of 
America ranks as one of the more important devel- 
opments of the past decade in economic and business 
circles. This is a conclusion at which business ex- 
ecutives arrived without much if any prompting on 
the part of controllers themselves. It was practi- 
cally impossible for managements to escape hearing 
about and seeing the sudden upward surge of con- 
trollership as agency after agency, government com- 
mission after government commission, board of di- 
rectors after board of directors, recognized, under 
stress of upset conditions, the advantages of apply- 
ing modern controllership procedures to business, 
and followed up that recognition by putting new 
responsibilities upon the shoulders of controllers. 

Controllers of business concerns have become 
almost what might be termed arms of the govern- 
ment, for federal commissions and courts have rated 
controllers during recent years as men who have 
responsibilities that cannot be evaded, with respect 
to accounting, record keeping, and reports. These 
responsibilities mount higher in importance even 
than those of public accountants, althougn no exact 
rules or definite requirements as to signing reports, 
with one or two exceptions, have been worked out 
or written into laws or regulations. 

Forward looking controllers have been keeping a 
weather eye on proposed legislation in this field, for 
it is apparent that the government, in its efforts to 
control business, has not overlooked the possibili- 
ties that lie in the direction of controlling control- 
lers by compelling them to assume some of the re- 
sponsibilities that formerly lay on the shoulders of 
public accountants. 

There has been enough progress in this direction 
in recent years to more than convince controllers 
themselves, as well as other business executives and 
boards of directors, that controllership has indeed 


been dragged out of the comparative isolation in 
which it was submerged for many years, and has 
been set up in the center of the stage, where all 
eyes may focus on it easily. 

These changes have not come about of course 
without altering the relations of controllers with 
numerous groups—public accountants, presidents 
of business concerns, board chairman, business de- 
partment heads generally, and governmental agen- 
cies. Some readjustments have been necessary, and 
still more will be required. Much has been written 
and spoken about these changes and readjustments, 
which spell progress and advancement. Followers 
of controllership have been kept well informed as 
to what is happening. Controllers generally are 
keeping abreast of these moves forward and up- 
ward, and the standing of many a controller in his 
company has been defined and established more 
firmly and on higher planes than formerly. 

Public accountants, while at first somewhat reluc- 
tant to adjust themselves to the new conditions, have 
more recently come to look upon them as blessings 
and welcome them heartily as a noteworthy aid in 
their auditing work. Some cases have arisen in 
which there have been protests on the part of con- 
trollers against the practice of permitting public ac- 
countants to perform what are accepted in many 
quarters as controllership functions. That practice 
is of course to be condemned. It nullifies in con- 
siderable measure the public accountants’ independ- 
ent professional standing, and likewise weakens the 
effectiveness of their findings and reports. 

This bird’s eye view of the development of con- 
trollership during the past decade leads one to won- 
der where controllership would have been today if 
there had been no organization in the field such as 
The Controllers Institute of America, to guide, di- 
rect and interpret these trends and changes. Un- 
doubtedly The Institute must be credited with play- 
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ing a prominent and effective part in this work. The 
Tenth Anniversary meeting of The Institute next 
fall will see controllers making a careful appraisal 
of these accomplishments, as well as far seeing prog- 
nostications as to the future. 

As Mr. Verl L. Elliott, president of The Institute, 
says in his foreword to the latest Year Book of the 
organization: 

“In these pages are presented a vivid story of the 
constructive thinking, planning, and accomplish- 
ments of men whose desire for improvement, not 
only of their own procedures and routines but of 
business as a whole, finds expression in discussions, 
papers and reports which spell advancement of con- 
trollership; and which in turn mean betterment of 
standards of business and of the day-to-day processes 
of which it is composed. 

“No controller can scan this record without expe- 
riencing a feeling of pride that he is a part of this 
great calling, and that he is contributing in some 
measure to the improved handling of the many 
problems which are found in the realm of financial 
and accounting officers. That these problems and 
responsibilities have multiplied many times over in 
the past decade is recognized by all who come in 
contact with controllership functions; that the an- 
alyzing of new responsibilities as they come along 
contributes materially to their successful handling is 
self evident. 

“Looking back over the years during which The 
Controllers Institute of America has been organiz- 
ing, directing and carrying on these studies, measur- 
ing and evaluating controllership as a calling, de- 
fining its functions, setting up its relationships with 
management, with governmental bodies, and with 
other groups of technicians—one is impressed with 


209 


the scope of what has been accomplished. The over 
all picture is indeed stimulating. . . .” 

“That the years immediately ahead will be marked 
by even more important changes, and will call for 
still more detailed examination of the responsibili- 
ties which undoubtedly will be placed on control- 
lers, is an appraisal of the future in which controllers 
generally will concur. . . .” 


Knowledge that the first man to join The Con- 
trollers Institute of America, Mr. R. Franklin Hurst, 
has passed away comes as a shock. The fact that The 
Institute’s first member, although only in his late 
fifties, has passed on is a reminder in itself that quite 
a few years have passed over the head of the organ- 
ization and emphasizes the thought that the younger 
generation of controllers now coming on must pre- 
pare itself to take the places of the controllers who 
now hold important posts and carry heavy responsi- 
bilities in the larger companies. 

Mr. Hurst was a man of great enthusiasm and of 
pronounced ability. His whole hearted support of 
The Institute, once he had cast his lot with it, gave 
the organization an impetus that carried it far, in 
those early days. Much of his time, thought, and 
energy outside of his business was devoted to the in- 
terests of The Institute. He traveled repeatedly 
from Plainfield to New York City to attend direc- 
tors’ and committee meetings. He had an important 
part in the drafting of the very excellent set of by- 
laws under which The Institute has functioned so 
successfully. He assisted in defining the conservative 
yet forward looking policies on which its programs 
have been based for ten years. His many friends in 
The Institute sincerely mourn his passing. 
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Accounting Expansion in Defense 
Industries 


By D. E. Browne 


Controllers, because of their place 
in business today, are well aware of 
the fact that the expansion of produc- 
tion brought about by the nation’s “all 
out” program of national defense has 
a natural corollary or accompaniment 
in the expansion of accounting. The 
two go hand in hand. They are well 
aware that expansion of production 
to the extent now contemplated in 
our national defense effort will have 
a far reaching effect upon account- 
ing. This effect upon accounting will 
not be confined to any one phase of 
the subject. It will affect accounting 
theory. It will affect the application 
of this theory, and it will have a de- 
cided effect upon the profession of 
accounting. 

It is not the purpose of this paper 
to prove that there has been an ex- 
pansion of accounting in defense in- 
dustries. I believe that we can take 
that for granted. I shall try to out- 
line briefly the extent of the expan- 
sion in accounting and to relate some 
of the problems in accounting as cre- 
ated by this expansion. 

No pretext is made that all or 
even the major problems are here set 
forth. In the time allotted to me, it 
would be impossible for me to relate 
and describe the work, the problems, 
the headaches, that have been the lot 
of controllers of defense industries 
since the national emergency began. 

The problems discussed in this pa- 
per were selected because of my asso- 
ciation with them, and not as a result 
of any attempt to determine the most 
important points of accounting ex- 
pansion. 

Some points will be discussed gen- 
erally, without any reference to any 
individual company. Those problems 
that have arisen in the application of 
theory will carry references to the 
company with which I am associated. 
This, I assure you, is not done with 


the idea in mind of plugging our 
product. We have one customer— 
and that customer wants all we have. 


EXPANSIONS CLASSIFIED 


Expansion in accounting, I believe, 
may be broken down, for ease of dis- 
cussion, into three classifications. 
These are: 


Expansion of Accounting Theory 
By this, I mean additional theory 
brought into the realm of ac- 
counting. 

Expansion of Accounting Practice 
In this classification I would in- 
clude the problems brought 
about by increases in the volume 
of standard accounting work, 
such as payrolls, accounts pay- 
able and the like. 

Expansion of Accounting Person- 

nel 
In this classification I would 
place those problems arising as a 
result of a need for additional 
personnel. 


Expansion of Accounting 
Theory 

Our national defense program has 
created new problems in accounting 
theory. Certain fundamental con- 
cepts have been broadened. These 
new problems are not discussed in 
any standard accounting books—any 


reference to these changes is found 
only in the most current accounting 
literature. 

One of these new problems has 
been created by the wide spread use 
of the government's new innovation, 
the “cost plus a fixed fee’ contract. 
This type of contract is being used to 
avoid the possibility of having the 
unscrupulous contractors profit from 
their own waste, as they did on “‘cost 
plus’ contracts used in the last war, 
and likewise to avoid the necessity of 
bargaining with the individual con- 
tractors for a satisfactory provision 
for contingencies in a “fixed price” 
contract. This fee is a specified per- 
centage of the estimated cost of the 
contract. Costs over and above the 
estimate will not increase the return 
to the contractor. 

The use of this form of contract 
necessitates the determination of con- 
tract cost in accordance with regula- 
tions issued by the Treasury Depart- 
ment. These regulations, contained 
in T. D. 5,000, were issued in connec- 
tion with the Vinson Act. These reg- 
ulations indicate the manner in 
which costs are to be recorded and 
define what is recognized as an al- 
lowable cost and what is recognized 
as an unallowable cost. 

Through the application of these 
regulations, arbitrary determinations 








One of the most illuminating discussions that has come to 
light as yet, of the new problems presented to controllers by the 
program of national defense as it affects industrial production, 
was presented by Mr. Dudley E. Browne, controller of Lockheed 
Aircraft Corporation of Burbank, California, at the Third Pacific 
Coast Conference of Controllers, conducted at San Francisco on 
May 17, by the San Francisco and Los Angeles Controls of The 
Controllers Institute of America. 

Mr. Browne’s paper is given here in full. It is a valuable con- | 
tribution to controllership and to the literature of accounting. 


—THE EDITOR 

















laid down by statutes are substituted 
for recognized historic principles of 
accounting. Included in these unal- 
lowable items are entertainment ex- 
penses, dues and memberships of 
other than regular trade associations, 
fines and penalties, interest expense 
except in certain specific cases, fed- 
eral and state income and excess 
profits taxes, premiums on life insur- 
ance of officers, and many more items 
that the government does not recog- 
nize as elements of cost. Adherence 
to these regulations may cause wide 
spread changes in the accounting 
methods employed by companies that 
become subject to these regulations. 

In passing this subject, some rec- 
ognition should be accorded a trade 
colloquialism that has developed. 
This type of contract is generally re- 
. ferred to as a “fixed fee” contract, in 
order to avoid any inference that 
spending money will increase profit. 

The expansion of production of 
the nation has caused the creation of 
additional plant facilities. It is ex- 
pected that these facilities will be 
used only for the duration of this 
present emergency. The government 
has recognized this fact and has pro- 
vided certain methods which will aid 
the financing of these facilities which 
are so vital to the national defense. 
Three methods of financing are pro- 
vided. These are: 


1. One hundred per cent. ownership 
by the government. 

2. Financed by contractor, but pur- 
chased by the government in sixty 
equal monthly instalments. 

3. Financing by the individual com- 
pany with recovery through tax 
deductions over a five year period. 


The foregoing description is quite 
brief. Those who are concerned with 
the problem should by all means ob- 
tain a copy of the covering statute 
and read it thoroughly. The law is 
quite technical and there are quite a 
few hidden disadvantages to each 
method. These disadvantages may 
not be entirely clear upon the first 
reading. 

The determination of emergency 
plant facilities is made in accordance 
with certain statutory provisions 
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which are contained in the Second 
Revenue Act of 1940. This statute 
does not recognize any facility cre- 
ated prior to June 10, 1940 as an 
emergency facility. The treatment of 
facilities erected primarily for de- 
fense production subsequent to the 
President’s declaration of a national 
emergency on September 9, 1939, but 
prior to the arbitrary compromise 
date of June 10, 1940, is one of the 
problems to be solved. Whether any 
relief will be available in the form of 
additional depreciation allowances is 
not yet known. Whether or not ad- 
ditional relief is granted, it would 
seem feasible to give some recogni- 
tion to the temporary nature of these 
facilities for book purposes. 

During the first years of this emer- 
gency, careful consideration should 
be given to the payment of dividends 
in those companies having privately 
financed emergency plant facilities. 
These facilities are necessarily writ- 
ten off over the statutory five year 
period. Should the emergency be 
finished before the end of this pe- 
riod, the possibility exists that divi- 
dends paid during the intervening 
period may have been paid from 
mere paper profits. Perhaps, how- 
ever, any discussion along this line is 
merely academic. It assumes that 
there will be profits. Perhaps this as- 
sumption is in error. 

The original regulations govern- 
ing the issuance of certificates of 
necessity through which emergency 
facilities are certified as being neces- 
sary to the national defense, required 
the joint issuance of a certificate of 
non-reimbursement by the contract- 
ing officer and the Advisory Council 
on Defense. This certificate states, in 
general, that the contractor has not 
been reimbursed in any manner for 
the emergency facilities covered by 
the application. 


WHAT CONSTITUTES 
REIMBURSEMENT ? 


Before such a certificate of non-re- 
imbursement is issued, the contractor 
must prove that there has been and 
will be no reimbursement by the gov- 
ernment. It is generally conceded 
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that Congress hoped that this re- 
quirement would prevent the gov- 
ernment from paying twice for the 
same facilities, once through the con- 
tract price and again in the form of a 
tax deduction. Recovery, of course, 
in the latter manner is a fallacy if the 
contractor fails to make a sufficient 
profit to cover the allowable deduc- 
tion. 

In applying the principle laid 
down by Congress, there has been 
and continues to be, a wide diver- 
gence of opinion as to just what con- 
stitutes reimbursement. Certainly, on 
fixed price contracts, it is difficult to 
prove in advance of any work that 
only normal depreciation is included 
in the overhead shown in the break- 
down of the estimated price, which is 
submitted to the contracting officer. 
It is difficult to prove that other ele- 
ments of cost have not been inflated 
in such a manner as to serve to reim- 
burse the contractor for the necessary 
facilities. Just what is meant by re- 
imbursement should be determined 
in the near future. The principles 
spelled out by Congress indicate a 
broad intent and those who have 
been confronted by the problem to 
date believe that a satisfactory answer 
can and will be found in the near fu- 
ture. 

The government, in order to aid 
defense contractors in obtaining the 
necessary finances to produce the 
orders received, has provided a 
method of advance payment whereby 
the contractor may secure as much as 
thirty per cent. of the total price of 
his order as an advance payment. 

Certain safeguards have been 
placed upon the use of this money. 
Evidences of expenditures are re- 
quired. This prevents the govern- 
ment from paying funds to contrac- 
tors, the amounts of which might lie 
idle in unused bank accounts until 
actual expenditure. The contractor 
must provide certain bonds or liens 
to protect the government interest. 
These safeguards, while apparently 
necessary, make operations under ad- 
vance payments so burdensome that 
few contractors care to avail them- 
selves of this method unless abso- 
lutely necessary. 
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CONTRACTING PRESENTS NEw 
PROBLEMS 


Other problems of theory are 
brought about by the wide spread 
use of sub-contractors. Sub-contrac- 
tors, in the aviation industry, are 
those secondary contractors with 
whom orders for component parts of 
an airplane, such as wings, fuselages, 
empennages, and the like, are placed. 
Usually, the material to be used in 
the fabrication of these parts is fur- 
nished by the prime contractor. The 
form of contract to be used in sub- 
letting the work, the treatment of 
costs of such work, the recording of 
material movement, the allocation of 
overhead, are problems that must be 
considered and solved. One of the 
difficulties found in the use of sub- 
contractors may be illustrated by the 
case of a certain component part of 
an airplane that is normally obtained 
in three different ways. We make the 
part, and upon completion, classify 
the finished product as a finished 
part, to be physically carried as a 
finished parts stockroom for storage 
purposes. 

This part is also manufactured by 
sub-contractors, as we do not have 
sufficient productive capacity to meet 
our requirements. The parts acquired 
in this manner are charged, upon te- 
ceipt, to the job for which they were 
ordered and are carried in a work in 
process stockroom. Neither of these 
two sources of production can satisfy 
our requirements, and as the item‘is 
a part standard to the industry, it is 
sometimes purchased from a regular 
trade vendor. Parts acquired in this 
fashion are classified as purchased 
parts and carried in raw material 
storerooms. The result is that the 
same class of item is physically lo- 
cated in three different locations and 
is valued at three widely divergent 
prices. 


Problems of Application 


In many fields of accounting the 
basic theory has remained  un- 
changed, but problems are created 
from time to time by the mere quan- 
tity of work to be completed. Thus, 
in the matter of payrolls, the expan- 
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sion of personnel has increased the 
work necessary to distribute the pay- 
roll charges and to handle the pay- 
ment of the payroll. In our own 
case the number of employees on our 
payroll increased from 7,587 at June 
1, 1940 to 23,613 at May 15, 1941. 
This is an increase of 211 per cent. 
An increase of this amount will really 
test the system. The majority of our 
23,613 employees are paid weekly. 
Last month, more than 101,000 pay- 
roll checks were issued. We have 
been using tabulating equipment in 
our payroll work since June, 1936 
and have found it relatively easy to 
handle our problems of expansion. 

Before passing the subject of pay- 
rolls, it might be of interest to know 
that the bank statements of the ac- 
count against which these items are 
drawn is reconciled daily through a 
tabulating and manual operation. 
The reconciliation of this account, as 
you may have imagined, is a real job 
in itself. 

Accounts payable present a prob- 
lem because of the number of in- 
voices and vendors involved. During 
last December we handled some 10,- 
000 separate invoices. In April, four 
months later, we handled 22,000 in- 
voices, representing billings from 1,- 
100 different vendors. Tabulating 
equipment is used both to record the 
liability as well as to distribute the 
charge incurred. Payments are sched- 
uled in such a manner as to make it 
possible to avail ourselves of every 
cash discount offered. Checks issued 
in payment of our trade payables last 
month approximated 3,000. 


SOUND MATERIAL RECORDING 
SYSTEM ESSENTIAL 


Inventories have expanded greatly. 
Problems of storage, material control 
and handling, have been of such 
magnitude as to make it difficult to 
account easily for material transac- 
tions. Raw material inventory values 
of every major aircraft manufacturer 
are in excess of $5,000,000 and con- 
tain more than 100,000 different 
items. Recording the movement of 
material into the plant, into process 
and into the finished product is a 





commonplace task. When it reaches 
the magnitude now found—in such a 
short space of time—lucky indeed is 
the controller who started the ap- 
proach with a sound material record- 
ing system. We have used tabulating 
equipment to record these inventory 
transactions. 

Accounting for fixed assets has 
been subject to considerable expan- 
sion. In our own case we have ac- 
quired more facilities since June 10, 
1940 than previously acquired in the 
eight years of our existence. This has 
not happened to our plant alone. It 
is quite a common happening. Those 
facilities not covered by the necessity 
certificate may be recorded upon the 
books of account in any manner the 
contractor chooses. Those assets 
which have been certified as neces- 
sary to the national defense must be 
positively identifiable by the Treas- 
ury Department upon the occasion of 
subsequent audits. These items must 
be individually recorded, the equip- 
ment physically tagged and the rec- 
ords cross referenced to the tag num- 
ber. 

Probably one of the most difficult 
tasks in property accounting has been 
to account for the various changes in 
asset locations. Most of the aircraft 
plants have expanded in such a man- 
mer as to necessitate constant rear- 
rangement of equipment. These 
changes in location must be recorded 
accurately both because of insurance 
requirements and because of tax re- 
quirements. The increase in fixed as- 
sets has necessitated the elaboration 
of asset classifications. Classifications 
of capital assets which were adequate 
when the plant investment was small, 
became unintelligible as the amount 
of the investment in plant grew. 

One of the most painstaking tasks 
of our own fixed asset or property 
accounting group is to prepare 
monthly the necessary application 
for coverage of additional items un- 
der our necessity certificate. 

One of the principal causes of 
physical expansion of accounting in 
defense industries (by this I mean 
number of personnel) has been the 
widespread use of the previously re- 
ferred to “cost plus a fixed fee” type 











of contract. The government requires 
certain operations to be performed in 
connection with this type of contract, 
many of which are quite routine and 
capable of performance only through 
the addition of more accounting per- 
sonnel. 

Accounts payable items, for ex- 
ample, are checked in detail by the 
government auditors. They receive 
copies of the original purchase or- 
ders, copies of the incoming invoices 
and copies of the receiving memos 
which reflect the receipt and inspec- 
tion of the material by government 
inspectors. The government auditors, 
upon their approval of the invoices, 
return them to the contractor. The 
contractor records the liability in 
the usual manner and subsequently 
liquidates the liability. The contrac- 
tor then resubmits the invoices for 
reimbursement by the government. 
These invoices constitute the neces- 
sary details which are attached to the 
reimbursement voucher. The original 
and two copies of all invoices, freight 
bills, express bills, and the like, are 
usually required. These invoices 
must be referenced to the check num- 
ber by which payment was effected. 
The reimbursement voucher contains 
a list of the material purchased, the 
vendor from whom purchased, and 
the number of the check by which 
payment was effected. 

The government auditors also ver- 
ify the amounts of labor charged to 
the contracts. Spot checks are made 
at time clock stations maintained by 
the contractor to determine that the 
original sources of the charges for 
labor are in accord with actual condi- 
tions. Verification of hire, of rates of 
pay, and of occupation, is likewise 
made by the government. Complete 
records of pay changes of all person- 
nel are maintained from the time of 
one year prior to the date of the con- 
tract until its completion. 


CopPlIES OF PAYROLL Must BE 
SUBMITTED 


In order to secure reimbursement 
for direct labor expended on the con- 
tract, the original and two copies of 
the payroll covering all employees 
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engaged upon the contract must be 
submitted. These payrolls must show 
the employee's name, clock number, 
occupation, total number of hours 
worked for the payroll period, 
broken down into regular and over- 
time hours, rates of pay, total amount 
earned and the paycheck number by 
which payment was effected. If this 
is not practical because employees 
are currently engaged on other con- 
tracts than the “cost plus a fixed 
fee’’ contracts, then in the alterna- 
tive, three copies of the daily payroll 
statement prepared from the payroll 
or payroll distribution for the pay 
period, showing thereon each indi- 
vidual workman by clock number 
(name and occupation if practical), 
rate of pay, total hours worked on 
the specific ‘cost plus’ contract 
broken down into regular and over- 
time hours, total pay chargeable to 
the contract, and if practical, the 
check number issued to each em- 
ployee. 

Separate reimbursement vouchers 
are required for different classes of 
expenditure so far as may be prac- 
tical. These classes are: 


1. For direct materials from stock. 
2. a. For materials purchased specif- 
ically for the contract. (Air- 
plane) 
b. For material purchased specif- 
ically for the contract. (Special 
tools) 


3. For payrolls. 

a. Direct labor of factory em- 
ployees (airplane) 

b. Direct labor of factory em- 
ployees (special tools) 

c. Direct labor of employees (en- 
gineering) 

4. Overhead expense. 

a. Pro rata share of factory and 
administrative overhead ex- 
pense. (Airplane) 

b. Pro rata share of factory and 
administrative overhead ex- 
pense. (Special tools) 

c. Pro rata share of Engineering 
Department Overhead Expense. 

5. Direct expenses usually classed as 
overhead which are charged in 
their entirety to the ‘cost plus 
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a fixed fee’’ contract such as bond 
expense, engineering travel ex- 
pense and the like. 


These are but a few of the prob- 
lems that arise under a “cost plus a 
fixed fee’ contract. They should be 
sufficient to indicate that the burden 
of proof is placed upon the contrac- 
tor to substantiate his costs. 


CONSTANT REVISIONS OF 
ACCOUNTING MANUAL 


Those of you who have accounting 
manuals will appreciate the fact that 
a manual, out of date, is worse than 
no manual at all. We have used an 
accounting manual in our depart- 
ment since the early part of 1938. 
We believe we have good ideas as to 
what the manual should look like 
when it is eventually completed. The 
constant revisions brought about by 
expanded operations have required 
so much time that original work on 
new sections has been almost im- 
possible. The work on the manual 
has_ suffered somewhat through 
changes in personnel. The employee 
intrusted with the task of writing 
and revising the manual soon ac- 
quires a very valuable knowledge of 
the operations of the entire depart- 
ment. We have found this know!l- 
edge to be a requisite in other posi- 
tions and have been forced to make 
transfers of our manual writers or 
system men to other positions. Train- 
ing new employees for this job is not 
easy. Given the best of educational 
and practical background, it still 
takes a good deal of time for an in- 
dividual to familiarize himself with 
the routine of the organization. 


Expansion of Accounting 
Personnel 


Expansion in production has caused 
an increase in accounting work and a 
consequent increase in accounting 
personnel. The Accounting Depart- 
ment now numbers some 350 em- 
ployees, of whom more than 100 
have been added since the first of the 
year. Additions to the staff have at 
times been so numerous and at such 
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frequent intervals as to make ad- 
vancement in the ranks almost im- 
possible. The average length of serv- 
ice of the employees in the Account- 
ing Department would probably not 
exceed one year. 

In the great majority of cases ad- 
vancement in responsibility has been 
rapid. This possibility of advance- 
ment has had a decided effect upon 
-our hiring program. Individuals 
» with various educational and prac- 
, tical backgrounds are willing to start 
on almost any job in order to get into 
the organization. 

At the present time the ranks of 
our timekeepers include a lawyer, 
several Harvard Business School grad- 
uates, and twenty to thirty college 
graduates. All of these individuals 
started at a rate of 51 cents per hour. 

The problem of training supervis- 
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ors has been acute. In some cases it 
was possible to advance men within 
the organization, but in the great ma- 
jority of cases the present supervisors 
were hired from the outside for their 
specific jobs. These men have had to 
assume responsibility without any 
knowledge of our system or routine. 
Despite this handicap, they have 
managed to stay on top of their jobs. 

One problem remains for discus- 
sion. That is the problem of space. 
Of all the duties that have fallen to 
my lot, the space problem has been 
the toughest. Eight months ago 
quarters were designed for occupancy 
by the Accounting Department with 
provision for one year’s expansion. 
Before we could occupy these quar- 
ters we had reached a size where we 
could comfortably fill the allotted 
space. Today, the average space al- 





lotted to each individual is less than 
35 square feet. We are crowded and 
there is no doubt of that. Soon our 
auditors will be upon us, and they re- 
quire space. We have postponed cer- 
tain work because of lack of space. 
The only immediate solution is to 
place part of the department upon a 
night shift. We have tried this course 
before and it has proved to be quite 
costly, but even so, a space saver. 
Multiple shift operation can be ap- 
plied only to certain routine opera- 
tions which require no contact with 
other departments. Adequate super- 
vision also must be provided if this 
course is to be effective. 

These are but a few of the prob- 
lems of expansion in accounting in 
the defense industry. I have tried to 
avoid a too detailed explanation of 
the various phases of expansion. 


Tax Recommendations Made to Congtess by 
Institute's Committee 


A memorandum prepared by the 
Committee on Cooperation with the 
Treasury Department, of The Con- 
trollers Institute of America, was 
placed in the hands of Chairman 
Doughton of the Committee on 
Ways and Means of the House of 
Representatives on May 13. 

The memorandum covers The In- 
stitute’s comments and recommenda- 
tions for improvement in present in- 
come and excess profit tax laws, and 
is the result of many weeks of study, 
followed by several lengthy confer- 
ences. 

The submitting of this memoran- 
dum to The Committee on Ways and 
Means is but one step in The Insti- 
tute’s program in connection with 
proposed tax legislation. It is prob- 
able that an additional memorandum 
will be presented, possibly to the 
Senate Finance Committee, in the 


course of the next few weeks, when 
the proposed legislation has been 
outlined more clearly than it is at 
this date. 

A letter to members of The Insti- 
tute says, in part: 


“It will be very helpful to have 
from the members of The Institute 
specific information as to any ex- 
ceptional difficulties they have en- 
countered in complying with the 
provisions of the present Excess 
Profits Tax Law. More important 
still will be a report on any severe 
injustices suffered by reason of the 
application of any of the provisions 
of the present Act or the drastic 
changes recommended to The Com- 
mittee on Ways and Means on May 
19, 1941, by Hon. John L. Sullivan, 
Assistant Secretary of the Treasury. 

“In order to enable the Committee 
to deal intelligently with cases of 
this sort, full information should be 
submitted. .... ‘i 

The memorandum submitted on 
May 13 was prepared under the di- 
rection of The Institute’s Committee, 
of which Mr. F. G. Hamrick, Con- 
troller of American Smelting & Re- 
fining Company, is chairman. Copies 
have been sent to all members of 
The Institute. Additional copies are 
available at a small charge. 

The Committee is already at work 


assembling facts for a further pres- 
entation if it is found to be advisable 
after the proposed legislation has 
been formulated. The cooperation 
of all members of The Institute is 
sought, and will be welcomed by the 
committee. 





A member of The Controllers 
Institute of America wrote, con- 
cerning this report: 

“‘| received the recent bul- 
letin of The Institute, dated 
May 22, 1941, with reference 
to taxes together with copy 
of memorandum submitted to 
the Committee on Ways and 
Means of the House. | 

‘‘The memorandum is so 
well prepared and compre- 
hensive that | felt the urge to 
say so in a letter to you, and 
also to say that at the right 
time it will be useful in follow- 
ing up Congressmen on this 
subject. 

“In this connection we 
should like to have 40 extra 
copies of the memorandum, 
if they are available.” 























The Controller and Management 


It is certainly a vastly different busi- 
ness and social world in which we are 
living today, than what it was when I 
first became a controller, in 1912, but 
I still think that the fundamentals of 
controllership and the part the control- 
ler can play in the management of 
American business have not changed. 
Details and complexities have multi- 
plied, but the controller’s principal 
contribution to management is still the 
recording, presentation, and interpre- 
tation of facts. Owen D. Young has 
said ‘‘Facts are our scarcest raw ma- 
terial. Given the facts, management 
becomes simple.” I can at least agree 
with the first half of that statement. 

Most of us have learned our con- 
trollership in the school of experience. 
Of course experience is a great teacher, 
but you do not find many apples on her 
desk. The school of experience has 
the largest student body, but it also has 
the toughest course. It never suspends 
for vacation and the yell of all the 
classes is “Ouch.” 

But how much good is all our ex- 
perience in this rapidly changing busi- 
ness world? It is of some benefit, of 
course, and this benefit multiplies as 
we exchange experiences in our con- 
tacts in The Controllers Institute. If 
we get together in a meeting such as 
this and trade dollars, no one is ahead; 
but, if we exchange ideas, every one 
of us leaves the meeting with his own 
ideas still his own, but added to and 
enriched by the ideas of all the rest. 
Yes, we can draw on our own ex- 
periences and those of others, but we 
cannot safely rest our future as busi- 
ness managers solely on those founda- 
tions. I believe that we should use 
experience only as a check point in 
surveying our current and future prob- 
lems. 


Last DANGER SIGNAL PASSED? 


We are living in troubled times. 
We hear the question raised on every 
side, ‘‘Is private enterprise doomed ?” 
Many say that the last danger signal 
already has been passed, and if we be- 
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lieve them, our future outlook is dark, 
indeed. We pick up a newspaper or 
turn on a radio and read or hear that 
this or that calamity is about to visit 
us. Of course, no thinking man (and 
I hope that includes controllers) can 
avoid being shocked at the utter reck- 
lessness with which money is being 
poured out on non-defense projects, 
and there is some justification for the 
suspicion that government finances seem 
to be getting out of control. The large 
and most indefensible farm subsidies, 
and the dubious St. Lawrence seaway 
project are striking examples of what 
is being done either for political ex- 
pediency or behind the smoke screen 
of national defense. Many believe 
that the pace toward ruinous inflation 
is being irresistibly accelerated, and 
that the bump at the bottom of the hill 
is becoming more imminent and in- 
evitable. Others tell us that after this 
war, and regardless of our attitude 
toward it, life in America will be some- 
thing entirely different from what we 
know or have known, and usually we 
are admonished to “plan” for this fu- 
ture. 

All of those who write and say these 
things probably believe them and they 
are probably warmed by a feeling of 
intellectual superiority over those of 
us who did not have front seats when 
the vista of the future was unrolled. 
Nevertheless I venture the opinion that 
what most people are saying and think- 


ing is pure bunkum. No human mind 
can plan for the unknown. Henry Ford 
could not plan a 1941 car in 1910. 
He may have dreamed about it, but 
many of the things going into this 
year’s car did not even exist in 1910. 
It is my firm conviction that the best 
thing for every business executive to 
do is to adopt a plan to end all. plans: 
That plan is to take today’s job in 
hand and do it as well as you can to- 
day, do the same thing tomorrow and 
the next day, using the intelligence 
you have and remembering the de- 
cencies you know. 


WHat Witt Be LeFr WHEN 
PEACE COMES? 


When for the next time peace pokes 
its battered head out of its bomb shel- 
ter, there will be one of two roads for 
us to travel. Either we shall go back 
to business as usual under a system of 
free private enterprise, or we shall join 
the labor battalions of a regimented 
state with representative democracy and 
individual civil and religious liberty in 
the same scrap heap with private enter- 
prise. 

What has all this to do with my sub- 
ject, “The Controller and Manage- 
ment?” Simply this: private enterprise 
and its accompanying tripod legs of 
democracy and individual liberty can- 
not survive if business executives fail 
to measure up to their responsibilities. 
This means that the controller and his 
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sense yet inspiring message. 





Rodney S. Durkee can always be counted on for a common 
Asked to address the Third Pa- 
cific Coast Conference of Controllers at San Francisco on May 
17, he delivered a speech, summarized here so that all readers of 
this magazine may have the benefit of it, which will go far to- 
ward pointing the way for all controllers in these unsettled days. 
| Mr. Durkee is president of Lane-Wills Company, of Los An- 
geles. He served as president of The Controllers Institute of 
America for one year, while he was controller of Socony-Vacuum 
| Oil Company, of New York City. 
| The Pacific Coast Conference of Controllers was a successful 
| affair, with an excellent program and large attendance. It con- 
tributed materially to the building of a greater controllership. 
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fellow business managers must redou- 
ble their efforts to hold a steady course 
in the conflicting social, economic and 
political currents of the chaotic world 
in which we are living. 

So, it seems to me that controllers 
should take an inventory of themselves, 
their methods and procedures, their 
personnel, and their fellows in manage- 
ment. Reread John Donaldson’s article 
in the December, 1940, issue of THE 
CONTROLLER and check yourselves on 
the many pertinent points he makes. 
Review Nelson McCully’s paper on 
management reports in the July, 1940, 
issue of THE CONTROLLER, and see if 
your reports meet the standards he sets. 
Check your own knowledge of your 
company’s activities and see if you are 
keeping aware of the effect of current 
changes in sources of supply, methods 
of operation, and shifting of markets, 
on the nature and utility of your rec- 
ords and your reports. Analyze every 
report you are now preparing to see 
if it states facts; is presented in under- 
standable form—understandable by the 
man who uses it rather than by you— 
and is really useful and informative. 


LIGHTENING EXECUTIVES LOAD? 


Consider your relations with the 
other executives in your own company 
and see if you are doing all you can to 
lighten their loads in these difficult 
days. And keep in mind what H. W. 
Prentiss, Jr., president of the National 
Association of Manufacturers said te- 
cently: “No government commission 
will ever write a great book; no labor 
union will ever compose a symphony; 
no chamber of commerce will ever in- 
vent a radio; no college faculty will 
ever conceive a theory of relativity; 
no graduating class will ever preach a 
sermon that will move the hearts and 
minds of men. The individual, in the 
last analysis, accounts for all human 
progress.” 

You controllers, in your Institute, 
can accomplish much for the advance- 
ment of your profession, but your 
greatest contribution to your country, 
your industries, your companies and 
yourselves can come only from the 
intelligent use of your own individual 
faculties in the service of our Ameri- 
can system of free enterprise. 
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Controllers “Living Through 
Vagaries of Federal Taxation’ 


In opening a symposium and dis- 
cussion on ‘Federal Taxes—Present 
and Future”, which was a part of the 
Eastern Spring Conference of Con- 
trollers in New York City on April 
14, the chairman, Mr. Alden C. 
Brett, of Hood Rubber Company, 
said: 

“Our assignment is to cover in one 
morning probably one of the most 
difficult problems that has ever con- 
fronted us as controllers. I see here 
a few toughened old customers like 
myself who have lived through the 
vagaries of federal taxation since 
1913. We have had to be tough to 
survive, and we have come by our 
gray hairs honestly. 

“If we have been able to develop 
a sense of humor we have carried 
along probably more comfortably, 
because we have seen some weird 
proposals become law during the pe- 
riod, ostensibly for the purpose of 
raising revenue. At a time when it 
should have been apparent to every- 
one that the long term stability of 
American industry depended upon 
the accumulation of reserves and sur- 
pluses during flush periods to cover 
the deficiencies of lean periods, we 
have been subjected to an undistrib- 
uted profits tax and a capital stock 
tax. We have been asked to make a 
bet with the government as to what 
our profits would be, subject to a tax 
penalty if our guess turned out to be 
wrong. 

“Today we are not allowed to 
make consolidated returns for the 
purposes of determining our nominal 
income tax, thus forcing the integra- 
tion of our corporations many of 
which were previously made up of 
smaller units built around the ability 
of groups and individuals, thus forc- 
ing us to make money rather than 
men the dominating factor in our 
scheme of industrial organization. 

“So we approach this latest prob- 
lem created by the excess profits tax. 
We are toughened by hard usage but 
we nevertheless need a lot of advice 


and assistance. We have therefore 
assembled this group of experts who 
know the answers. We may get some 
conflicting opinions, but you all know 
how to handle them.” 


PAMPHLET DEALS WITH 
FUNDAMENTALS OF BUSINESS 


The Jewel Tea Co., Inc. of Bar- 
rington, Illinois, has published a pam- 
phlet entitled “Adventures in Busi- 
ness” which was written by Mr. Allen 
U. Hunt, controller of the company, 
and a member of The Controllers In- 
stitute of America. The booklet con- 
sists of twenty-six brief essays, writ- 
ten in simple language. 

Mr. Hunt states that the pamphlet 
was published to satisfy the com- 
pany’s belief that there is need for 
wider knowledge of the fundamen- 
tals of business. The series of articles 
got under way about three years ago. 
They were published anonymously in 
the company’s employee publication. 
Says Mr. Hunt: 

“We have been appalled at the 
many crackpot ideas which have re- 
ceived broad support, and still are as 
a matter of fact, and there was some 
hope that perhaps dealing with fun- 
damentals in as simple a way as pos- 
sible would be the start of a protec- 
tive backfire.” 

The pamphlet has been given lim- 
ited distribution, and no price has 
been set on it. The company does 
not contemplate selling it. 

The material will, of course, be 
looked upon as elementary by con- 
trollers, yet the approach is so simple 
and direct as to claim one’s interest. 
Some of the headings: “Is It All 
Profit?”’, ‘““An Easy Road to More 
Earnings”, ‘Earning More by Spend- 
ing Less”, “Depreciation”, ““Bookkeep- 
ing’, “Management”, “This Thing 
Called Business”, ‘““Management—A 
Busy Job’, “Taxes Hit Everybody”, 
“Bookkeeping for Government”. 

It is an attractive pamphlet and 
should serve its purpose well. 

















Budgeting for Management Use 


It is generally recognized that more 
adequate controllership is one of the 
important needs of management to- 
day. This need is being made more 
real by the rapidly changing conditions 
and increasing complexities under 
which business must be conducted. 
The work of the controller has never 
before been given the same serious at- 
tention and consideration by top com- 
pany managements as is the case at 
this time. 

Corporation presidents throughout 
the country now generally recognize 
that their controllership is not satis- 
factory unless it is able to operate as 
one of the most effective and valuable 
units in their management group. The 
major need at this time is that control- 
lers be more generally able to accept 
this greater responsibility. In doing 
this, control men must necessarily take 
on an obligation to do a bigger kind 
of job and to develop their organiza- 
tions to function in more effective and 
worth while ways, that will contribute 
a real service to management. The 
serious question for many controllers 
is—How can this be done? 

The subject which we have for dis- 
cussion is a very practical and appro- 
priate one to help controllers in their 
answer to this question and to aid them 
in meeting these added requirements 
of management. There are probably 
very few topics that can be more profit- 
ably explored by a group of control- 
lers than that of “Budgeting for Man- 
agement Use.” An effective budget 
operation can be the controller’s great- 
est avenue for becoming an active part 
of the management processes of his 
company. It can also be one of his 
greatest contributions to the manage- 
ment functions. 


POSSIBILITIES OF BUDGET OPERATION 


Someone has said that the essence of 
executive management is the planning 
of a company’s operations and the ex- 
ecution of these plans through a man- 
agement organization for the purpose 
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of producing a profit. This may seem 
to be a broad and general definition 
for the function of management, but a 
little careful thought on this definition 
will reveal to the budget-minded con- 
troller the great possibilities of a good 
practical budget operation. 

The planned operations of any com- 
pany must be reflected in figures and 
facts before such plans can best be un- 
derstood and used by its organization. 
In a company of any size the responsi- 
bility for carrying out these plans must 
be assigned to a number of executives 
and department heads. And finally, 
management must have a simple means 
of measuring the actual performance 
of these individuals against the plan— 
and initiating corrective action when 
necessary to produce better results. 

A strong controller with a good 
budget operation can be invaluable to 
his top executive in each of these three 
management processes—i.e. the for- 
malized planning of the company’s op- 
erations—the management assignment 
to the proper individuals of the re- 
sponsibilities for the execution of these 
plans—and the executive function of 
seeing that the designated officials are 
carrying out currently their assignments 
in an efficient manner. Some control- 
lers have been able to develop a budget 
Operation that is being successfully 
used by their company presidents in 
this comprehensive way. These con- 
trollers have to a large degree solved 
the problem of budgeting for man- 
agement use. 

However, a well established budget 
operation that is being used in this way 


is the exception rather than the rule. 
Budgeting is still a very much unde- 
veloped field in the majority of com- 
panies. The pioneering problems and 
operating difficulties of budget work 
have not been sufficiently mastered by 
many controllers to enable top com- 
pany executives to recognize the value 
that can be obtained from a manage- 
ment use of budgets throughout the 
company. In too many cases the time 
spent by controllers on this work has 
been devoted to budget technique, pro- 
cedures and systems that are of par- 
ticular importance only to the con- 
troller’s department. 

As a result, many companies have 
had no real opportunity for develop- 
ing through their controller a budget 
operation that starts with the primary 
objective of helping management to in- 
crease profits. In a large number of 
companies the philosophy of budget- 
ing is such that all budgets are so cau- 
tiously and so conservatively prepared 
that they carry practically no manage- 
ment requirement or organization in- 
centive for improved performances. In 
such cases the budgets are ‘‘soft’ and 
easy to accomplish and, therefore, are 
very likely to become a handicap rather 
than an aid to management in its ef- 
forts to produce improved results. The 
real danger of this handicap is lessened 
by the fact that most organizations give 
very little serious attention to the use 
of such budgets after they have been 
prepared. 

If a budget is to be of real value 
to a corporation president it must be a 
tool that he can effectively use—to ex- 
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ert sales pressure—to require lower 
costs of production—to reduce ex- 
penses—and to spot faltering depart- 
mental performances throughout the 
company—all of which will mean an 
improved profit. If a budget cannot 
be used effectively in this sort of way, 
then it cannot be of any appreciable 
management value to a top company 
executive or his officers group. 


Must BE DESIGNED TO SERVE 
MANAGEMENT 


It is encouraging to believe that 
controllers are coming more and more 
to realize that budgets must be de- 
signed to serve management in these 
practical ways, if the preparation and 
use of budgets is to be fully justified. 
This management objective is being 
rapidly brought to the forefront in the 
budget operations of a larger number 
of corporations. Company executives 
are looking to budgets more than ever 
before as an important means for co- 
ordinating sales and manufacturing op- 
erations and distribution costs, as well 
as investments in inventories and other 
balance sheet items. This can well 
mean a better balanced company op- 
eration and an improved profit. Budg- 
eting with this management objective 
is also being more generally accepted 
as a tool for correcting departmental 
wear spots and specific failures through- 
out the organization, that are always a 
serious drag on the total profit results 
of the company. 

But the development of budgets that 
qualify for management use of this 
kind is not an easy task for controller, 
even though his company may feel that 
it greatly needs this type of budget. 
There is very little in the way of back- 
ground and experience of other com- 
panies that is available to guide the 
controller in the adaptation of a man- 
agement budget to his own company. 
It is generally true that many of the 
officials of a corporation will at first 
look with suspicion and misgiving 
upon any effort to place an effective 
budget operation over the activities for 
which they are responsible. 

Their attitude is not surprising and 
it should not be too seriously criticized 
by the controller. In the past these of- 
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ficials have probably seen the budget 
originated and used only in a some- 
what narrow, impractical and rather 
arbitrary way—and possibly largely 
within the limits of the controller’s de- 
partment. The budget has been a 
thing that has been supposed to be 
very important to the operations under 
the supervision of these officials but 
they have had practically no part in 
its preparation and use. In fact they 
understand very little about their budg- 
ets and as a result they have only a 
negative interest in this. 


BupbGETs DISCREDITED 


It is, therefore, only natural that 
many sales and production managers 
and even top executives may now be 
looking at the budget as a foolish and 
impractical effort by the controller to 
project sales, costs and profits into a 
net of figures which are used for prac- 
tically nothing, after much time and 
talk has been devoted to their prepara- 
tion. Many of us have seen budgets 
that are pretty accurately described in 
this statement. 

Up to this point the purpose of our 
discussion has been to develop a gen- 
eral understanding of what a “Budget 
for Management Use” is and how it 
can be used in contrast with the “‘old 
line type” of budget that is prepared 
chiefly in the controller’s department 
and is many times very sadly lacking 
in the qualities that management can 
use. We hope thus to have established 
in the minds of those present the gen- 
eral need for a budgeting operation 
that has the primary objective of serv- 
ing management. If the need for a 
better type of budgeting is apparent, 
then we are ready to take up some of 
the major problems which the control- 
ler will usually be required to solve in 
developing a budget which can effec- 
tively serve the management of his 
company. 

It is recognized at once that an 
identical budget operation will not be 
satisfactory to any two industries or to 
any two companies. Flexibility to meet 
changing conditions is an absolute es- 
sential in the budget for one type of 
business, while in another a_ static 
budget for a period of six months may 





be satisfactory. A large company with 
scattered operations has a much dif- 
ferent budget problem than has a small 
company with concentrated operations. 
The detail application of a successful 
budget must be adapted to fit the in- 
dustry, to satisfy the needs of the par- 
ticular company and to best serve the 
requirements of its management. Our 
purpose can be to deal only with the 
principles and objectives that are essen- 
tial to a budget operation that serves 
the management. It is hoped that our 
comments within these limitations will 
be helpful to any controller in develop- 
ing a management type of budget for 
his own particular company. Naturally, 
we can only offer him ideas for the 
solution of his specific problems. 


CONTROLLER Must BE LEADER 


In the first place, the controller must 
be willing and able to take a sound and 
aggressive leadership in the develop- 
ment of a management budget for his 
company. He cannot expect the presi- 
dent or any one else to take the lead for 
him. In order to do this successfully, 
the controller must of course have his 
budget program well in mind and 
clearly defined so that it can be under- 
stood readily by company executives. 
This applies to the organization of the 
budget, the work of its preparation and 
the manner in which it is to be used 
throughout the company as the season 
progresses. 

In doing this preparatory work every 
major division, each department and 
every activity of the business for which 
the president is holding some indi- 
vidual responsible, must be considered 
and its needs for a budget should be 
met. If this advance work on the 
budget program is not done thoroughly 
with the management objective always 
in mind, the budget machine that is 
devised will not be adapted to the com- 
pany’s organization and to its oper- 
ations in the practical way that is neces- 
sary. 

The first essential in the develop- 
ment of a budget for management use 
is that the president and officers group 
be given a clear conception of the pur- 
pose of this type of budget as a serv- 
ice to them in their management func- 











tions. The building of increased sales 
volume—the development of weak 
sales territories—the control of manu- 
facturing costs—the keeping in line of 
distribution, selling and administra- 
tive expenses—the control of inventory 
investments and the general coordina- 
tion of the selling, manufacturing and 
financial activities of the company—all 
of these functions are a service to man- 
agement which are the prime purposes 
of the type of budget that we are dis- 
cussing. It is vitally important that 
the controller develop at the start in 
the official organization of his com- 
pany a clear understanding of this 
purpose. 


DEMONSTRATION Must BE GIVEN 


The next immediate problem for 
the controller is to be able to show how 
the budget operation can be used ac- 
tually to carry out this purpose in an 
effective and practical way. It will 
not be enough to simply talk service 
to management. The controller must 
be able to demonstrate how such serv- 
ice can actually be produced by the 
budget operation. As a specific ex- 
ample he can probably take the oper- 
ation of one department, branch or 
subsidiary of the company. He can 
apply his budget principles specifically 
in detail to the budgeting of this op- 
eration and can illustrate the manage- 
ment use that can be made of this 
budget. In doing this all the details 
that are discussed later, such as account 
classifications, outside economic influ- 
ences in setting sales budgets, needed 
flexibility in the budget operation, and 
the like, must be taken into consider- 
ation. 

The controller's next important step 
is to explain clearly two major points 
to his company officials. The first is 
that each official and his organization 
will have a major part in the prepara- 
tion of the budget on the activities for 
which he is responsible. The controller 
will be the budget coordinator for the 
entire company. He will also prepare 
the necessary supporting data, key fig- 
ures, budget forms and procedures— 
but the budget preparation will be 
primarily a company job and not the 
job of the controller’s department. The 
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advantage in this approach to budget 
preparation is too evident to most con- 
trollers to require further comment. 

The second point is to make clear to 
company officials that the budget is for 
their use and that it can be an impor- 
tant tool for improving their operation. 
This can be done through the use of a 
specific example showing how actual 
results and budgeted results will be set 
up in current statements that will be 
submitted to them and that will re- 
quire little or no interpretation. Such 
statements will furnish each official 
with a management leverage for re- 
quiring the accomplishment of im- 
proved operations by each department 
head and employee under his super- 
vision. 

If the controller has done a good job 
in setting forth the management pur- 
pose of the budget and in demonstrat- 
ing how the budget operation actually 
can serve the needs of company ofh- 
cials, he will have made a strong start 
toward developing a successful budget 
operation. 


SHOULD ENLIST PRESIDENT’S SUPPORT 


With the budget program generally 
understood by the company organiza- 
tion the controller should now be able 
to get the full support of his company 
president in putting the program into 
operation in every division and depart- 
ment of the corporation. If the con- 
troller has done his job well, the full 
support of his president should be 
quickly forthcoming. The majority of 
top executives are searching eagerly for 
tools which they can use to make their 
management efforts more effective. 

The controller has just such a tool 
in the management budget. His presi- 
dent will recognize this tool quickly 
and start to use it, if the controller has 
prepared it for him in a practical, 
workable form. When the controller 
has obtained the full confidence of the 
president in his program, the work 
of developing the budget operation 
throughout the company will be very 
much expedited. The importance of 
this point must not be under-estimated. 

The next essential is to have a sim- 
ple and definite written procedure for 
the use of each department in build- 
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ing its budget. The real test of the 
management value of the budget is 
the extent to which it is prepared by 
and used by company officials and de- 
partment heads throughout the organi- 
zation. This does not mean that the 
controller will not be the top budget 
officer of the company in every respect, 
but in order to develop an understand- 
ing of the budget and an interest in its 
use throughout the company, division 
managers and department heads must 
have an active part in its preparation. 

We all know that no controller can 
directly control expenses throughout 
all departments of a large organization. 
Yet a good controller can be the real 
force that produces this expense con- 
trol through the efforts of many divi- 
sion managers and department heads 
who control their own expenses. 


BupDGET Must ACTUALLY BE USED 
BY MANAGEMENT 


This same thing is true in the ef- 
fective management use of a budget. 
The controller cannot himself exercise 
this function. To get this manage- 
ment use of budgets by all executives 
throughout the organization, every 
company official must first have had a 
part in the budgeting process which 
sets the requirements for his operation. 
Otherwise his interest and enthusiasm 
in its use and his understanding of its 
value will be sadly lacking. As a re- 
sult the budget will not be generally 
used and its management purpose will 
be largely defeated. 

The best way to avoid bad budget- 
ing and unjustified excuses and alibis 
from company officials for failure to 
meet a budget is first to give such ofh- 
cials a major responsibility in the prep- 
aration of their budgets—and to have 
it understood throughout the organi- 
zation that this is the policy of the 
company in building its budgets. This 
does not mean that division heads will 
be allowed to budget easy require- 
ments for their operation. The con- 
troller or his responsible representative 
will guide the preparation of the budg- 
ets of each division and in doing this 
he will see that the necessary require- 
ment is built uniformly into all of the 
corporation’s budgets. 
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The wise controller will insist on 
making a strong point throughout the 
organization that the building of budg- 
ets is a company job in which every of- 
ficial and department head has an 
important part. This will create com- 
pany-wide cooperation in the prepara- 
tion and use of budgets that can be ob- 
tained in no other way. A _ budget 
prepared within the confines of the 
controller's department, even though 
it might be inherently good, will never 
be of very much value to the president 
and other company officers because it 
will not be well understood or gen- 
erally used throughout the company. 


FLEXIBILITY PRIME REQUISITE 


Flexibility to meet changing condi- 
tions is one of the prime requisites of 
a successful budget operation in many 
companies. The lack of this essential 
has probably resulted in the failure of 
more budget programs than any other 
one cause. To be of management value, 
a budget must be adaptable to the out- 
side economic conditions and general 
sales trends that affect the operations 
of many companies from month to 
month. At the same time much of the 
value of the budget depends upon its 
being able to look ahead and to pro- 
ject a company’s sales, its operating 
costs, its profits and its balance sheet 
position over the natural seasonal 
period of the business, which is usually 
not less than six months. 

A budget period should be long 
enough to make it possible to reflect 
in it the coordinated functions of the 
company, such as its sales and adver- 
tising program, its planned manufac- 
turing schedules, its plans for the com- 
mitment and purchase of materials and 
supplies, and its financial requirements 
to carry out these plans. A good 
budget operation must give company 
management a picture at least six 
months in advance of what the organi- 
zation’s planned operations for the 
period will produce in the way of 
profit results and financial position. A 
company management should not be 
content until its controller can develop 
a budget operation that for a reason- 
able period in advance will help to 
coordinate the planned operations of 
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the various divisions of the business in 
a satisfactory way. No budget can be 
successful without this feature of look- 
ing ahead for at least six months. 


MONTH-TO-MONTH TOOL, ALSO 


On the other hand the budget 
should serve as an effective month to 
month tool for management use in 
pushing sales volume by sales divisions 
and sales territories, in controlling 
costs by manufacturing divisions, in 
keeping selling and administrative ex- 
penses in line by departments and in 
keeping the company in a satisfactory 
financial position. It must be possible 
to use these service features of the 
budget in a practical and effective way 
under the actual current economic con- 
ditions and outside influences that are 
affecting the company’s business, as the 
season progresses. 

These two requirements of the 
budget may seem to be in conflict in 
many companies. It is easy to recog- 
nize the difficulties which are faced in 
attempting to make the budget serve 
these two purposes: first as the frame 
work for planning and coordinating 
a company’s operations six months in 
advance and secondly, at the same time 
making the budget serve management 
effectively in the pushing of sale vol- 
ume and controlling of costs from 
month to month under outside condi- 
tions that are likely to be much 
changed from those anticipated when 
the six months’ budget was originally 
built. 

Inability to develop a budget oper- 
ation that meets these two require- 
ments for serving management is the 
place where the budget program in a 
very large number of companies falls 
down and becomes practically useless. 
In many companies the six months’ 
budget of costs and expenses is related 
to an agreed upon sales volume and 
an attempt is made to use this budget 
for control purposes from month to 
month throughout the season. This 
can be done satisfactorily in cases 
where monthly sales volume by de- 
partments and by territories can be pro- 
jected accurately six months in ad- 
vance. However, in many companies 
it is not possible to set monthly sales 
in advance with a satisfactory degree 


of accuracy, which will make possible 
an effective control use of the budget 
operation from month to month. 

There are a number of plans that 
have been adopted to get the desired 
flexibility into the budget operation 
for companies where this flexibility is 
essential. One of these is to adjust 
the six months’ budget as often as 
seems necessary to reflect changing 
conditions as the season progresses. 
This is usually done in a rather loose 
and informal way, that passes the at- 
tention of many company officials. As 
a result, a situation develops many 
times where good information as to 
what the adjusted budget is can be 
found only in the controller's depart- 
ment. This is naturally an unsatis- 
factory condition for management use 
of a budget. 


DEVELOPING BUDGET RATIOS 


The so called variable budget for 
costs and expenses is a_ scientific 
method for developing budget ratios 
for all costs and expenses that vary in 
relation to sales volume. The variable 
budget is too generally understood 
among controllers to require any de- 
tailed comments at this time. Briefly, 
this plan charts cost and expense ratios 
by departments on varying sales vol- 
umes. This makes it possible to de- 
termine easily the budget cost and ex- 
pense ratios for the sales volume that 
is being obtained, and these ratios are 
used throughout the organization in 
cost and expense control work. 

Adaptations of this variable budget 
are in use in a good many companies 
with varying degree of satisfaction. 

If worked out completely for all op- 
erations of the company on a sound 
basis and if kept up to date, the vari- 
able budget can be of excellent service 
in obtaining a flexible budget oper- 
ation. Like any other budget plan, its 
adaptation to serve the needs of man- 
agement in an effective way from 
month to month is a matter that must 
be given special consideration for any 
individual company. 

Another method that is being used 
to get the required flexibility into the 
budget operation and also to increase 
its management value is described as 
The Supplemental Monthly Budget 























Plan. Under this plan the six months’ 
budget is prepared for the primary pur- 
pose of coordinating the planned op- 
erations of the various divisions of the 
company for an advance period of six 
months. This will give management 
the profit results and financial position 
that these plans will produce for the 
company. This budget is then supple- 
mented by a simple monthly budget 
which is designed primarily for man- 
agement use in pushing sales volume 
and controlling costs and expenses. 
Under this plan management can lay 
out strong requirements for improved 
performances in the six months’ 
budget for the various divisions of the 
business. This can be done in an ag- 
gressive and simple way without any 
major danger of getting an out of bal- 
ance operation if the sales objective 
used in this budget is not reached. 


MERIT OF SUPPLEMENTARY BUDGET 


This presents one of the important 
merits of the six months’ budget sup- 
plemented by the monthly budget. It 
means that management can use the six 
months’ budget safely to set a good 
stiff objective for each executive or 
department head of the business in his 
operations for the season. Every ad- 
vantage of budgeting a coordinated op- 
eration for all activities of the company 
for a period of six months is preserved 
in this budget. 

At the same time, under this plan a 
supplemental monthly budget is pre- 
pared for each major operation of the 
business about ten days before the be- 
ginning of the month covered by the 
budget. This is boiled down to a 
simple operation that is not burden- 
some. The primary purpose of the 
monthly budget is to give management 
an effective means for controlling cur- 
rent costs and expenses and material 
and supply commitments in line with 
current sales trends being experienced. 
This provides all the budget flexibility 
that is needed to meet changing condi- 
tions. This budget plan also estab- 
lishes a simple means through which 
the company can place added manage- 
ment emphasis on those activities of 
the business in which the least satisfac- 
tory results are being obtained cur- 
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rently. When well organized and 
properly used throughout the organi- 
zation, this plan has proved itself to 
be an excellent official means for ob- 
taining a constantly improving oper- 
ation throughout the company. 

The first impression that the 
monthly budget plan is likely to cre- 
ate is that it requires an immense 
amount of work which will be objec- 
tionable throughout the company. An 
excessive amount of preparatory work 
can become a real danger to this or 
any other budget plan, particularly 
during the first few months of its ex- 
istence. It is the controller’s job to 
prevent this from occurring. There is 
no question but that this danger can be 
avoided. 


PREPARATORY WorRK MusT BE 
THOROUGH 


The introduction of this budget plan 
to company officials, the required edu- 
cational work with department heads, 
and a well organized and simple pro- 
cedure for preparation of the monthly 
budget are important jobs that must 
be handled successfully by the control- 
ler before he attempts to put the 
monthly budget into operation. Only 
a very few standard budget forms 
should be used. These forms should 
be so simple that they are in most 
cases self explanatory to the depart- 
ment heads who use them in preparing 
their budgets. 

The monthly budget can be made a 
very simple practical operation that 
does not require an excessive amount 
of work from anyone. Experience of 
companies using the plan has proved 
this. It should also be said that the 
monthly budget plan is really nothing 
more than a monthly formalization 
throughout the company of principles 
of the variable budget. These prin- 
ciples are simply carried out to the 
place where sales are budgeted a month 
in advance and t’en all cost and ex- 
pense elements are made to fit into 
that sales volume in the form of a 
monthly budget that sets a specific re- 
quirement on every department in the 
company. The management value of 
these features is quite apparent. 

The foundation on which any 
budget operation rests is the set of ac- 
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counts which the company keeps. No 
budget can be of very great manage- 
ment value unless the accounts through 
which it is built have been designed 
primarily for the purpose of giving 
management all of the important fig- 
ure facts on the operation of the com- 
pany. There are a great many com- 
panies that have not yet worked out a 
set of accounts that will meet their re- 
quirements. Until this is done it is 
useless for such companies to attempt 
to prepare and have a budget as a man- 
agement service in the sense we are 
discussing it here. 


DESIGNING SET OF ACCOUNTS 


Only a few of the major principles 
that should guide the controller in 
designing a set of accounts will be cov- 
ered here. He must first make him- 
self thoroughly familiar with the com- 
pany’s operations and its organization 
set-up. From this he should know the 
major functions of each official, di- 
vision head and department head 
throughout the company. He should 
then be able to design a set of ac- 
counts that will reflect in figure facts 
the performance of each official, divi- 
sion or department head in carrying 
out the functions for which he is re- 
sponsible. In other words the ac- 
counts must be set up so that the figure 
facts which they present can be related 
directly to the individual who has been 
placed in charge of this function by 
the company president. 

The account set up of a company 
cannot be satisfactory from a manage- 
ment standpoint until it is possible to 
use the accounts in this way. In the 
same sense a budgeted operation can 
be of little value unless the figure facts 
representing both the actual results 
and the budgeted results can be related 
to personnel in this direct way. 

Controllable and _non-controllable 
expenses should be classified in sepa- 
rate groupings in the account set-up 
for each activity in the business. The 
control of the variable expenses such 
as payroll, supplies, and the like can 
usually be the direct and complete re- 
sponsibility of the individual in charge 
of the activity. The accounts must 
show clearly how well or how poorly 
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he is carrying out that direct responsi- 
bility. On the other hand such items 
as rent, taxes, home office overhead, 
and so on, which may be a part of the 
cost of his operation, cannot be con- 
trolled by him in any direct way. This 
group of expenses should be set out 
separately as a part of the total costs 
of the function. 


RELATING FIGURE FACTS TO 
INDIVIDUALS 


Many sets of accounts are worthless 
for management budgeting and for 
effective expense control because they 
do not recognize fully the two require- 
ments of: (1) relating figure facts on 
each activity directly to the responsible 
individual and (2) the necessity for a 
complete segregation of controllable 
and non-controllable expenses in all 
statements. 

The sales budget is probably the 
most difficult element to handle in the 
management budget for most com- 
panies. It is also the most important 
part of the budget as sales are the ma- 
jor source of the company’s profit and 
all costs and expenses must be related 
properly, to volume if a well balanced 
operation is to result. Also in many 
companies there is a real opportunity 
for management to use the budget as 
one of its tools for increasing sales 
volume. 

This brings up the question of sup- 
porting the building of the sales 
budget with the necessary economic 
studies of actual and potential volume 
by sales territories and product lines. 
There are sources from which most 
companies can work out their estimated 
potential sales volume both by geo- 
graphical territories and products. A 
comparison of these potentials with ac- 
tual sales will quickly show the more 
fertile fields for greater sales effort. 
The sound determination of the places 
where greater sales volume should 
normally be anticipated presents an ex- 
cellent opportunity for the manage- 
ment to use the sales budget as a means 
for building greater volume in such 
places. Any complete study of facts 


to support the establishment of the 
sales budget should cover also trends 
in those economic factors and general 
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business conditions to which the com- 
pany’s sales volume is closely related 
and with which it can be expected to 
move in the future. 


Must KNow Factors AFFECTING 
SALES 


This work should, of course, not be 
attempted until the specific factors af- 
fecting the sales volume of the indi- 
vidual company in question are well 
known. In many companies such stud- 
ies will not be necessary or worth 
while. Such work must be propor- 
tioned to the size and needs of the 
particular company. The possibilities 
for the practical use of such studies 
should be weighed also, before any at- 
tempt is made to carry out this work 
as a support to the building of sales 
budgets on a more scientific basis. 
Many companies are using the data 
obtained through these studies in a 
very effective way. 

A careful consideration of the use 
that can be made of these studies 
should accompany the building of a 
sales budget that is designed for man- 
agement use. 

The discussion that has preceded 
may well create the impression that this 
type of budgeting will require an un- 
usual amount of work. Like every- 
thing else, if properly done, manage- 
ment budgeting will take time and 
work. However, after this type of 
budget operation has been installed in 
a company, the work of handling it on 
a well organized basis will not be ex- 
cessive in relation to its value. The im- 
portant thing is that this type of budg- 
eting, if well done, will be one of the 
company’s really profitable operations. 
Experiences of a good many companies 
have proved this to be the case. When 
well acquainted with its effective use, 
management will not be willing to 
dispense with or reduce the coverage 
of this type of budget even if its costs 
were several times greater. 

At the expense of repetition, the 
fact should again be emphasized that 
the job of budgeting for management 
use is still generally in a very much 
undeveloped stage. It is something 
that can be developed only by the ini- 
tiative, imagination, practical experi- 





ence and hard work of controllers. 
These men must be sold on its possi- 
bilities and they must be able to adapt 
its principles to the specific needs of 
their own companies. To do this, the 
controller must be thoroughly saturated 
with the management point of view, 
which cover only from practical ex- 
perience. Otherwise, he will not be 
entirely successful in building a budget 
operation of this kind in his organi- 
zation. 


CONTROLLERSHIP Is DEVELOPING 


Some may feel that this management 
objective in the budget operation is 
carrying the budget idea and the work 
of the controller too far. I do not 
think so and I believe that the de- 
velopment of this type of budget build- 
ing in a larger number of companies 
within a reasonable period of time will 
support this position. 

We all know something about the 
growth and development that has taken 
place in controllership during the past 
ten or fifteen years. Only fifteen years 
ago it was impossible for anyone to 
visualize the possibilities for control- 
lership in the management picture 
that are today generally recognized by 
company officials and controllers. The 
same situation and same possibilities 
for service to management are before 
us now in the field of management 
budgeting. The development of this 
field of opportunity for greater man- 
agement service during the next few 
years depends upon aggressive man- 
agement minded controllers and the 
amount of hard work that they are 
willing to devote to it. 





INQUIRIES CONCERNING 
INSTITUTE INVITED 

The Controllers Institute of Amer- | 
ica is a technical, and in a sense a | 
professional organization composed | 
of more than 1,500 controllers of the | 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. 





























Simplified Record Keeping System 
Proves Its Worth to Management 


The directors of many businesses 
feel today that the cost of record-keep- 
ing is too high. Records have no di- 
rect profit value. Nevertheless, they 
must be compiled and paid for. Gov- 
ernmental and other requirements are 
constantly expanding the need for 
them. But their primary value to the 
executive remains the same; he must 
be able to find out, easily and clearly, 
exactly what he needs to know about 
any given transaction. 

How many record systems actually 
give him what he needs? In general, 
the study of fact recording and display 
has become a business in itself, so com- 
plex that the average company execu- 
tive has difficulty finding his way 
around in it. The facts he wants may 
be well hidden in a cross-reference sys- 
tem, or they may be presented in such 
condensed form that he misses their 
sense. He may find it difficult even to 
judge whether such a complex arrange- 
ment is necessary or not. 

A comprehensive plan has been 
evolved which, because of its simplicity 
and flexibility, can be used in any busi- 
ness. It enables anyone to compre- 
hend the details of a set of records. An 
executive can, in a few hours a month, 
get a picture of the aspects of each 
business operation comparable to the 
combined knowledge of the clerks in 
his organization. This plan frees him 
from dependence on a bookkeeper or 
auditor who must now be called in, 
from time to time, to explain details. 
This knowledge of the minutia of the 
records is essential to the executive. Be- 
cause he has a broader understanding 
of the business as a whole, he can guide 
the office head so that records may be 
compiled in the form most compre- 
hensible for his use. 


SHOULD EFFECT SAVINGS 


This plan of record-keeping, which 
makes the details of the records so 
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easily comprehensible, will at the same 
time save from 25 per cent. to 50 per 
cent. of present office costs. In one 
company it reduced the record-keeping 
personnel by 40 per cent., an annual 
saving of more than $100,000. At the 
same time statements and reports for 
the management’s use were not re- 
duced or changed in form but were 
presented more promptly and were 
more exact in meaning. Further, the 
management was able to make changes 
more intelligently in the conduct of 
the business to its advantage because 
of the information supplied currently 
and comprehensively by the office. Sev- 
eral of the largest certified accounting 
firms audited the results over a period 
of years with gratifying reports. 

The term “record-keeping,” as used 
here, refers to all office papet-work of 
any nature, regardless of the particular 
department in which such work may be 
done. Very often an organization has 
what appears to be a small general of- 
fice, but in the most unexpected corners 
all over the place groups of clerks will 
be found working under purchasing 
agents, shop-foremen, sales-managers 
and others whose training does not fit 
them to handle office routines and of- 
fice help efficiently. 

Bookkeeping in theory is simple, and 
overall plans to handle the flow of de- 
tails in controlled channels are usually 
fairly easy to arrange. The difficulty 
is in keeping them simple and in keep- 


ing the flow of work in the planned 
channels. It has often been noticed 
that if an energetic office man is placed 
at an empty desk with nothing to do, 
he will shortly, without direction, find 
work for himself. If he is particularly 
bright and aggressive he will soon be 
so busy that his time will be fully oc- 
cupied. This tendency, in its effects, 
is one of the most difficult things to 
combat in office management. This 
man will busy himself by taking a lit- 
tle work out of one planned channel 
and a little out of another. What he 
really does is to break the channel and 
flow of work. Once the planned work 
flow is broken, it takes great force and 
initiative to get it back into place. This 
tendency may be found to some de- 
gree in every office worker and can be 
held in check only by systematized and 
continuous direction. If it is allowed 
to continue and expand, it soon makes 
all simple plans seem amazingly intri- 
cate. 


CAUSES OF INACCURACY AND TIME 
Loss 


Another factor which complicates 
office work is the very prevalent habit 
of doing only a part of a piece of work 
and leaving the balance to be done at 
some other time, when the worker 
hopes it will be more convenient. Often 
enough, the convenient time does not 
come until the data has been forgotten. 











Mr. Secord in this article raises a question as to how many 
record systems actually give executives of business concerns the 
facts which they need, and describes a system which he believes 
will do that, and at a considerable saving—a system which he 
developed and is operating in the office of Rex Cole, Incorpor- 
ated, New York City. Mr. Secord writes that his office could be 
inspected by any one interested in obtaining further details. 


—THE EDITOR 
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Then finishing the job takes hours in- 
stead of minutes because the worker 
must refresh his memory by searching 
for papers or discussing the circum- 
stances with other people concerned. 
This causes inaccuracy as well as loss 
of time. The evidence of this practice 
is generally reflected on the books by 
accounts having such vague titles as 
“Clearing Accounts,” “Pending Ac- 
counts,” ‘“‘Undistributed Items,’ ‘‘Un- 
applied Items,” “Suspense Accounts,” 
and the like. 

These are only a few of the factors 
which make it difficult to keep record- 
keeping simple. ‘Simple Record-keep- 
ing,” of course, is a relative term. Ob- 
viously, the multitude of facts and 
figures which must be correlated and ex- 
pressed to satisfy the needs of a busi- 
ness of any size today cannot be simple 
if looked at ‘‘en masse.” If, however, 
the mass can be broken down into parts 
and if each part is simple enough to 
be understood easily and fully by any 
reader, whether he is a trained book- 
keeper or not, the records may be con- 
sidered simple. 


THREE FEATURE PLAN 


In order to bring about this simplic- 
ity and also to save money in doing it, 
a three feature plan, if applied and ad- 
hered to, has been found particularly 
effective. The three features are: 


1. Adopt a simplified machine book- 
keeping system. 

2. Arrange all work according to lines 
of concentration. 

3. Adopt a monthly internal audit sys- 
tem covering every account and with 
reports in form arranged for quick 
comprehension. 


These three operations must be car- 
ried out in such a way that they com- 
plement each other. In practice, it has 
been found that the three features do 
unite to form a whole that makes for 
high office efficiency at low cost. 


SIMPLIFIED MACHINE BOOKKEEPING 


The term ‘Simplified Machine 


Bookkeeping System’’ means little to 
the average person and not much more 
to an accountant or bookkeeper, be- 
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cause machine bookkeeping is almost 
standard today and everyone wants it 
to be simple. The particular method 
that works most harmoniously with the 
other two may perhaps best be illus- 
trated by citing the example of Mr. 
John Gill who had an idea which 
seemed old-fashioned but was essen- 
tially very sound. 

Mr. Gill, a well-known construction 
engineer, received a government con- 
tract to build a new naval base in the 
South during the first World War. He 
hired a firm of accountants to handle 
the money and records for him. Be- 
cause the contract was a large one, the 
firm sent several men to the South with 
orders to work out forms and methods 
for the job. 

Later they presented their plans to 
Mr. Gill, who listened carefully. When 
they had finished he said that the plans 
sounded good but that he had his own 
book which he wanted them to keep. 
He then showed the auditors a new 
book. Its dimensions astonished them. 
Each cover was four feet long and two 
feet wide. When opened the book re- 
quired a specially built table to accom- 
modate it. The leaves were printed in 
many columns, and as it was a loose- 
leaf book, additional short leaves could 
be inserted, greatly increasing their 
number. Mr. Gill explained that each 
receipt and each payment was to be 
entered one after the other in the first 
two columns, which were to be headed 
“Receipts” and ‘‘Expenditures.” An ex- 
planation of each item was to be writ- 
ten clearly in longhand and each item 
was then to be extended into one of 
the other columns under an appropriate 
heading. The total of the extended 
columns must be proved daily to equal 
the net amount of the first two re- 
ceipts and expenditures columns. Mr. 
Gill emphatically stated that he wanted 
the explanation opposite each item to 
be so clear that he would never need 
to ask questions about it. 


THE CLIENT INsisTs! 


So the book began! The auditors 
tried to convince Mr. Gill that their 
way was better but he insisted that each 
column in his book gave him definite 
and readable information upon which 


he could depend. No other method, 
he said, would be so clear. 

As the work progressed, the book 
eventually ran to more than two hun- 
dred columns, each representing a 
single phase of the business. It soon 
became a real problem to cross-prove 
footings each day and there was a tend- 
ency to extend items into the wrong 
column. Any such error was, however, 
quickly discovered by Mr. Gill, because 
again and again during the day he 
would go to the book, run his finger 
up a column and read the explanation 
Opposite each item. 

This book was, of course, cumber- 
some. However, facts were so shown 
in it that they were easily understood 
by anyone interested. It was, perhaps, 
the simplest practical bookkeeping plan. 


SYSTEM BASED ON EXECUTIVE'S IDEA 


The simplified machine bookkeep- 
ing system considered here is based on 
the idea of Mr. Gill’s book. Instead 
of columns, ledger sheets are used. 
These by their compactness eliminate 
the cumbersome feature of his book. 
The ledger sheet is of the simplest 
form: Date—document number—ex- 
planation—debit—credit—balance. 
Any number of ledger sheets may be 
used, each representing an account or 
phase of the business. Each is readable 
because of the explanation shown in 
connection with the items posted. Every 
item is posted to a ledger sheet from 
an original document and a standard 
bookkeeping machine now on the mar- 
ket is used for the postings. This 
bookkeeping machine is part type- 
writer, so an explanation may be typed 
opposite each posted item. It is also 
equipped with accumulation devices 
and the work comparable to crossfoot- 
ing of the book is done with mechan- 
ical ease and precision. 

The first two columns of his book 
are replaced by proof sheets. The use 
of proof sheets is so general with ma- 
chine bookkeeping that little explana- 
tion need be given except to say that 
the proof sheet is so placed in the ma- 
chine that the various ledger cards can 
be inserted and removed without dis- 
turbing its position. It is left in the 
machine until a group of similar items 
is posted. As the proof sheet receives 





























a carbon impression of each posting and 
as the impressions are arranged in col- 
umnar form, the proof sheet becomes 
in effect a cash receipts book if a group 
of cash receipts has been posted or an 
invoice register if a group of customers’ 
bills has been posted, and is so used. 


STATEMENT SHEET ADDED 


In addition to the ledger sheet and 
proof sheet a further step is taken 
which was not possible with Mr. Gill's 
book. A statement sheet is inserted 
in the bookkeeping machine so that 
when an item is posted to an account, 
it is also copied on a statement form. 
Each month the statement can be used 
for analysis purposes, or it may be 
sent to the customer. The statements 
of all asset, liability, income and ex- 
pense accounts are used for the im- 
portant internal audit analysis. The 
statements can be used for any audit 
purposes at any time without disturb- 
ing the current work being posted to 
the ledgers by the machine operators. 

At this point the question comes up 
as to how this method differs from the 
usual one. The ordinary bookkeeping 
system to a great extent is a process of 
accumulations. The accumulations are 
often made on a basis of bookkeeping 
expediency rather than on clarity of 
expression. Certain groups of items 
of a similar nature are entered in an 
accumu lating book, often with analysis 
columns. and then the results shown by 
this book are either posted to another 
accumulating book or into the ledgers. 
It will be seen that under this simpli- 
fied system accumulating books are 
eliminated and entries to the ledger 
sheets are made directly from the orig- 
inal documents. This being so, a glance 
at any ledger sheet will show each 
item with explanation and amount. 

It may be thought that the number 
of items posted to some ledger sheets 
would be so great that the ledger sheets 
would be too voluminous to be prac- 
tical. Actually, however, if this con- 
dition does come about, it is because 
the particular ledger sheet takes in too 
broad a picture, and the condition can 
sensibly be remedied by breaking down 
the ledger account into several accounts. 
It has been found in practice, too, that 
although in theory every item is en- 
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tered individually on the ledger sheet, 
there are some forms of work which 
can be most advantageously accumu- 
lated in some other form and only the 
accumulation posted to the ledger sheet. 
The system is intended to be flexible 
in matters of this kind. 


ARRANGEMENT OF WORK 


The arrangement of the flow of work 
to the bookkeeping machine is impor- 
tant. This brings up the second fea- 
ture of arranging all work according 
to lines of concentration. By this is 
meant that each employee should be 
given work which uses the same 
thought processes. 

For instance, if a collection clerk is 
hired, it is for the purpose of doing 
collection work. Too often, however, 
he does not only collection work but 
the bookkeeping connected with it. 
The usual experience is that as these 
two things are of different lines of 
concentration, the clerk will excel at 
neither. If his work can be so ar- 
ranged that his sole job is to collect 
money, he will be much more efficient. 
By using the bookkeeping system pre- 
viously explained, practically all book- 
keeping of whatever kind is done by 
the machine bookkeeping operators. 
Relieving the other clerks of this work 
simplifies the problem of distributing 
work along definite lines of concentra- 
tion. It may be that a few clerks will 
need to make memorandum notes, but 
none will be required to make entries 
which later must be proved and bal- 
anced. 

It is not possible here to go into all 
the various routines clarified and 
speeded up by arranging work accord- 
ing to lines of concentration. How- 
ever, if so arranged the amount of 
work turned out by each employee is 
amazing. Contrary to certain expressed 
modern ideas, the employees seem hap- 
pier under this arrangement and any 
monotony in the work appears to be 
overbalanced by pleasure in accom- 
plishment. 

Having explained the simplified 
bookkeeping system and the arrange- 
ment of work, the final feature to be 
considered is the “monthly internal 
audit.” Interest in internal audits is 
great and it is generally felt that they 
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should be more detailed than can be 
expected from audits made by out- 
siders. 

The machine bookkeeping system 
mentioned lends itself to simple and 
practical audit possibilities. The ledger 
sheets, because of their simple form 
and the fact that each item appearing 
on them is taken from an original 
source with full explanation, make it 
possible to read and understand every 
item posted to every account and thus 
come to sure conclusions as to the cor- 
rectness of the postings and as to 
whether the account truly reflects cor- 
rect information in the light of the 
account name. 

Under the plan, not only is every 
account and every item thus audited 
each month, but also an analysis of 
each account is written monthly on a 
simple form which shows the break- 
down of the account into its component 
parts. This written analysis gives a 
monthly comparison of the amount of 
each component part of each account. 
In this way the changes in an account 
balance from month to month are re- 
flected clearly by the changes shown 
in its component parts. 

In speaking of an account being 
made up of several components, this 
is, as a matter of fact, almost always 
the case. One concern had an account 
in a certain set of books called 
“Bricks.” The management always con- 
sidered that the balance shown was 
the base cost of bricks on hand. But 
one day an analysis was called for and 
it was then found that this account 
consisted of several parts: viz: cost of 
the bricks, f.o.b. factory; freight; cost 
of unloading and piling; plus a small 
labor charge for watering and cover- 
ing. It will, therefore, be realized that 
the various component parts of an ac- 
count should be expressed clearly and 
this can best be done in the manner 
here proposed, using the simple book- 
keeping system which has been ex- 
plained. 


AUDITING WorK REDUCED 


The amount of work necessary to 
perform this internal audit is surpris- 
ingly less than might be anticipated. 
When a practical chart of accounts is 

(Please turn to page 230) 
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Brief Items from Here 


and There of Intere: 





Cost Analysis of Installment Loans 
Operations 


Mr. Edward F. Lyle, controller, City 
National Bank and Trust Company, 
Kansas City, a member of The Controll- 
ers Institute of America, has an article 
in the May issue of “The National Audit- 
gram” on the subject “Cost Analysis of 
Installment Loans Operations.” It was 
an address which he presented to the 
Kansas City Conference of the National 
Association of Bank Auditors and Comp- 
trollers, of which he is a member, and is 
of special interest to bank executives. 

Another article of interest to bank men 
is that on “Personnel Problems Created 
by the Selective Service Act” by Mr. J. 
Stanley Brown, personnel director, Chem- 
ical Bank and Trust Company, New 
York. This was an address which he 
gave in March at the joint conference of 
New York City Bank Auditors and 
Comptrollers and Savings Bank Auditors 
and Comptrollers Forum at the Hotel 
New Yorker. This issue has papers on 
additional subjects and maintains its high 
standard of service to the members of the 
association. 


Savings Effected by Employer 
Experience Rating 


Thirteen states have individual em- 
ployer experience rating in operation. 
They are: Alabama, California, Indiana, 
Kentucky, Minnesota, Nebraska, New 
Hampshire, South Dakota, Texas, Ver- 
mont, Virginia, West Virginia, Wiscon- 
sin. 

Tax savings in Wisconsin, for more 
than 6,000 employers, are estimated at 
more than $8,000,000; in Indiana at $3,- 
400,000; in Texas, at $9,000,000. 


Personnel Manager Says It's Half 
Employers’ Fault 


The personnel manager of Sears, Roe- 
buck & Company, Chicago, told the 
members of the Milwaukee Control of 
The Con:rollers Institute of America re- 
cently that employers have themselves 
largely to blame for the Wagner Labor 
Relations Act, the Fair Labor Standards 
(wage and hour) Act, and other legisla- 
tion which they condemn, because they 
failed to heed the voice of labor over a 
period of fifty years. The personnel 


manager who made this speech is Nathan 
W. Schefferman. 

He added that businessmen gather be- 
hind closed doors for weighty conferences 
on finances, new equipment or advertis- 





ELEVEN CONTROLS 
REPRESENTED AT DETROIT | 


Eleven Controls were rep- 
resented in the Midwestern 
Spring Conference of Con- 
trollers which took place at 
Detroit, April 20 and 21. | 

The largest attendance, of | 
course, was from Detroit. The | 
Chicago Control was second 
with seventeen members in 
attendance and the St. Louis 
Control third with eleven 
members and one applicant 
for membership in attend- 
ance. 

Members were present from 
the Buffalo, Cleveland, Day- 
ton, Indianapolis, Milwaukee, 
New York City, Philadelphia, 
Pittsburgh and New England 
Controls, in addition to those 
already named. There were 
also present four members at 
large. 











ing, but never do they ‘sit around the 
conference table to discuss the human 
equation.’ The time to correct employe 
grievances, he said, is before they ‘as- 
sume explosive proportions.’ 

The largest and most successful busi- 
ness is built, he concluded, on the simple 
ideal—treat people, employes and cus- 
tomers fairly, honestly and generously. 


Registration Form for 
Investment Companies 


The Securities and Exchange Commis- 
sion announces the adoption of the first 
detailed registration form under the In- 
vestment Company Act of 1940 and cer- 
tain related rules. The form is specifically 
designed to cover management investment 
companies, both of the closed-end and 
open-end type. Forms to cover the other 
types of investment companies, such as 
fixed trusts, companies selling periodic 
payment plan certificates, and companies 
selling face amount certificates, will be 
promulgated in the near future. 

Prior to adoption, drafts of the form were 
circulated to all anagement investment 
companies and the National Committee of 
Investment Companies, which represents a 
majority of the management investment 


companies, for their comment and criti- 
cism. 

The <xegistration form will not only be 
available for registration of management 
investment companies under the Invest- 
ment Company Act of 1940, but it is con- 
templated that it may be used, with cer- 
tain additional information, for the regis- 
tration of new issues of management in- 
vestment companies’ securities under the 
Securities Act of 1933 and for registration 
under the Securities Exchange Act of 
1934. 

The form requires comprehensive in- 
formation with respect to the organiza- 
tion, operation and management of the 
companies. An important feature of the 
form is the extent to which it requires 
specific and detailed statements of the 
companies’ investment and operating poli- 
cies. Under the Investment Company Act 
any change in the policies recited in a 
company’s registration statement may be 
made only after stockholders’ approval 
has been obtained. 

The form also requires the submission 
of detailed financial information. In addi- 
tion, it requires the submission, in con- 
densed form, of certain significant finan- 
cial data, including a statement of the 
asset coverage and asset values of the 
company’s securities for the past five 
years, and information as to the ratio of 
expenses to income and assets. 

The form, which is known as Form 
N-8B-1, was sent to approximately 300 
management investment companies. Ad- 
ditional copies may be obtained from the 
Regional Offices of the Commission. 


Accountants Suggest Stockholders Read 
Pamphlet, ‘Financial Statements” 

The New York State Society of Certi- 
fied Public Accountants is now engaged 
in attempting to secure wide circulation 
of a pamphlet, ‘Financial Statements— 
What They Mean,” which was prepared 
by the American Institute of Accountants. 
The Society suggests that business con- 
cerns may wish to obtain copies to place 
in the hands of stockholders, customers, 
and employees. They may be had as low 
as 1 cent a copy, in quantities. The So- 
ciety’s office is at 15 East Forty-first 
Street, Nexs Vork City. 


How Small Manufacturers May Obtain 
Sub-Contracts 
The Defense Contract Service has is- 
sued a booklet entitled “An Appeal to 
Every American Manufacturer,” which 
may be had on request from the Produc- 
tion Division of the Office of Production 
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and Financial Officers 

















Management, at Washington. It de- 
scribes the machinery by which manu- 
facturing plants which are now idle, may 
obtain contracts, or sub-contracts. Thirty- 
six field offices have been set up to make 
it easy for manufacturers to obtain in- 
formation, and work which they are 
equipped to perform. Normally, the 
nearest Federal Reserve Bank, or branch, 
can give manufacturers the information 
they need. 


Defense Problems of Controller 
Wide in Scope 


The defense program and the equiva- 
lent of war conditions in the “all out” 
industrial effort this country is making, 
have posed for controllers a new set of 
situations to be met in their businesses— 
emergency conditions, some rather diffi- 
cult, others comparatively simple to han- 
dle, constituting in the aggregate, how- 
ever, a mass of additional work. 

It involves, for the controller, the task 
of familiarizing himself with new sets of 
governmental regulations, and with an 
amazing amount of paper work, for each 
step to be taken. It involves, too, the keep- 
ing of records and accounts in such form 
that government auditors and inspectors 
may be given the information which they 
require without loss of time. 

The sudden turns that many businesses 
have taken, the rapid expansions, the in- 
cursions into new fields, new items of 
cost, the making of contracts with Gov- 
ernment agencies, the terms of those con- 
tracts, the steps necessary for compliance 
and the collection of sums due, and the 
varying methods used by the Government 
in conjunction with business for the fi- 
nancing of new plants, expansions, ma- 
chinery—all of these spell new problems 
for the controller to solve. 





MEMBERSHIP IN 
CONTROLLERS 
INSTITUTE 


HE Controllers Institute of Amer- 

ica is a technical and professional 
organization, membership in which is 
open to controllers and to those per- 
forming the duties of a controller. 
Dues are $25 a year. 

Membership is on an individual 
basis, and eligibility depends largely 
on personal qualifications—training, 
experience, education, nature of posi- 
tion held, degree of responsibility, and 
whether the applicant is of controller- 
ship standing. 














BACK NUMBERS OF 
“THE CONTROLLER” WANTED 


Any reader who has cop- 
ies of ‘‘The Controller’ for 
| May 1934, February 1936, 
| September 1937, May 1939, 
| June 1939, April 1940, or 

October 1940, for which he 
has no further use, is in- 
vited to send them to the 
publication office, One East 
Forty-second Street, New 
York, New York. The reg- 
| ular rate of 50 cents will be 





paid for each copy. 








Definition of Duties of Gillette 
Company's Controller 


The Gillette Safety Razor Company of 
Boston, of which Richard N. Rigby is con- 
troller, recently amended its by-laws to 
include a definition of the duties of a 
controller. The definition which was 
adopted is practically the same as that 
suggested in the short form of resolu- 
tion prepared by The Controllers Insti- 
tute of America eight years ago. It reads: 

“The duties of the controller shall be 
to maintain adequate records of all as- 
sets, liabilities, and transactions of this 
corporation; to see that adequate audits 
thereof are currently and regularly made; 
and, in conjunction with other officers 
and department heads, to initiate measures 
and procedures whereby the business of 
this corporation shall be conducted with 
the maximum efficiency and economy; and 
to perform such other duties as the Board 
of Directors may from time to time dele- 
gate to him. He shall attend all meetings 
of the Board of Directors and of the 
Executive Committee and he shall re- 
port to the President and/or the Board 
of Directors as said Board of Directors 
may prescribe. His duties and powers 
shall extend to subsidiary corporations 
so far as the president may deem prac- 
ticable”’. 


Each member of The Controllers Insti- 
tute of Americais entitled to a certificate of 
membership. To date 1,271 of these certifi- 
cates have been issued. As a rule they are 
displayed prominently on. the walls of con- 
trollers’ offices. Members who have not ob- 
tained certificates are asked to apply to the 
national office of The Institute. 


A NEW CONTROL TO BE 
ORGANIZED IN HOUSTON 


On .May 2, several controllers of lead- 
ing companies in Houston, Texas, met 
with Mr. O. W. Brewer, national treas- 
urer of The Institute, for dinner at the 
Warwick Hotel, and discussed plans for 
the formation of a Control in Houston. 

The preliminary step was taken and a 
petition for a charter was signed. by ten 
members of The Institute and applicants 
for membership. Several additional sig- 
natures are expected, and it is probable 
that favorable action on the petition will 
be taken by the National Board of Di- 
rectors within two or three weeks. 

Judging from the spirit shown in this 
first meeting there is no doubt but that 
the Houston Control will be a live, flour- 
ishing organization in a comparatively 
short time. There seem to be sufficient 
qualified controllers in and near Houston 
to look forward to having a Control of 
from forty to forty-five members. 


Report on Number of Income 
Tax Returns 

Commissioner of Internal Revenue Guy 
T. Helvering issued on June 12 a bulle- 
tin showing the number of individual in- 
come tax returns for 1939, filed through 
December 31, 1940, by states, counties, 
cities and towns having a population of 
1,000 and over. The number of individ- 
ual income tax returns for 1939 was 7,- 
648,683, as compared with 6,249,093 for 
1938. 

Tabulations of data reported on the in- 
dividual income tax returns for 1939, 
classified by states and territories, are be- 
ing prepared. 





QUALIFICATIONS 
FOR INSTITUTE | 
MEMBERSHIP | 


Membership in the Institute is | 

| Open to— 

a. Controllers. 

b. Assistant controllers when spon- 
sored by their chiefs. 

c. Persons performing the ac- 
cepted duties of a controller, 
even though they may have 
other titles, or no titles at all. 

Membership is carefully restricted. 

The Institute is composed entirely 

of controllers, except a small num- 

| ber of associate members, and was 
formed for the purpose of assisting 
in the study of controllers’ problems 
and technique, and thus make the 
controller more valuable to his com- 
pany. 

The Institute is not allied with, or a 

| part of, any other organization. 














YOUR MIMEOGRAPH _ 


OU haven’t begun to enjoy the savings possible with your Mimeograph 
duplicator if you haven’t teamed it with a Vari-Typer. For on this simple elec- 
trical instrument, your own typist taps out profits averaging 75% for you in two 
important ways: 1. Vari-Typer’s changeable type plates provide an endless variety 
of types and compact type layouts. So, many forms, lists,bulletins and advertising 
jobs you are sending to the printer can now be accommodated ---in 1/10 the time, at 
1/4 the cost---on your own Mimeograph. 2. On multiple-page jobs, it cuts down 
the number of sheets required, cuts running time, supplies and postage all to a 
minimum. Statements and other large, single-sheet jobs can be condensed for the 
Mimeograph eliminating costly manifolding and delivering clear originals for 
every one. Further---the Vari-Typer is scientifically designed to write sharper 
stencils that run uniformly clean and run longer. Your choice of ten or twelve 
of its 300 types faces injects beauty, variety and selling punch into every job 
and eliminates the need for hand-lettering and underlining. 

EXECUTIVES: this portfolio is packed with ideas. You 
can have one, free of charge or obligation. It’s a pain- 
less way to increase profits. Send the coupon ---now.... 


Text type set 
on Vari-Typer 
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Cut this coupon to cut your costs 


RALPH C. COXHEAD CORP. 


Vari-Typer Building 333 Sixth Avenue New York, N. Y. 


Please send your portfolio, “How You Can Profit by Using 
Vari-Typer”, Also special Mimeograph data and samples. 


Name... — Ee 
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BANK CONTROLLERS TO 
MEET IN CHIGAGO 


Announcement is made by Mr. L. H. 
Hammerstrom, president of the Chi- 
cago Conference of Bank Auditors and 
Comptrollers, in the June issue of the 
National Auditgram, of the appoint- 
ment of the 1941 Convention Commit- 
tee for the Seventh Annual Meeting 
of the National Association of Bank 
Auditors and Comptrollers. The Chi- 
cago Conference will act as host for 
the Association meeting which will 
take place at the Palmer House, Chi- 
cago, from October 8 to 11, inclusive. 
The program is in charge of Mr. Ham- 
merstrom, who is the auditor of the 
Continental Illinois National Bank and 
Trust Company. He is a member of 
The Controllers Institute of America. 

Mr. Hammerstrom has announced 
also a comprehensive study, issued in 
booklet form by a special committee, 
of the interesting and perplexing prob- 
lems of preservation and destruction of 
bank records. The booklet is entitled 
“Minimum Retainment Periods for 
Bank Records,” and its compilation 
covers a large part of the records and 
documents ordinarily routed to and 
stored among bank archives. Copies 
may be obtained at the nominal price 
of fifty cents each, from the chairman 
of the Committee, Mr. R. Ostengaard, 
comptroller-auditor, The Live Stock 
National Bank of Chicago. 


DECISIONS OF SECURITIES 
COMMISSION PUBLISHED 

The Securities and Exchange Com- 
mission announced recently that Vol- 
ume 7, Part 2 of its Decisions and 
Reports, containing findings and re- 
ports from July 1, 1940 to August 31, 
1940, has been printed. This volume 
contains 56 findings and opinions and 
1 report under the Public Utility Hold- 
ing Company Act of 1935. Copies may 
be obtained from the Superintendent 
of Documents, United States Govern- 
ment Printing Office, Washington, 
D. C., for 50 cents. 

The Commission also announced 
that Volume 5 of its Decisions and Re- 
ports has been printed and bound in 
buckram. The volume, which contains 
all findings and reports published in 
the printed pamphlets, Volume 5, 
Parts 1 and 2, covers the period from 
June 1, 1939 to September 30, 1939. 























TO A HUNTER 


“TIMBER DOODLE” 
MEANS A WooDcOcK 


In the lingo of sportsmen, the 
woodcock— famous for its er. 
ratic “corkscrew” flight when 
flushed from cover—is affec. 
tionately dubbed « i 

pai the timber 








“COMPTOMETER ECONOMY” means 
REMARKABLE FIRST-TIME ACCURACY 
ON ALL 

FIGURE WORK 






















NO CIPHERS appear on the 
Model M answer dials unless 
they are part of actual answer! 
The answer, for example, used 
to read 00000040017. Now it 








reads 40017. 


Tre high speed of Comptometer 
adding-calculating machines and 
methods would be meaningless 
without the remarkable first-time 
accuracy made possible by these 
exclusive Comptometer features: 

Elimination of ciphers on the 
answer dial to the left of the 
actual answer —resulting in less 
eye-strain, greater speed, increased 


efficiency and less likelihood of 
error in reading answers. 

The Controlled-Key safeguard, 
an exclusive Comptometer feature 
which eliminates operating errors. 

A Comptometer Co. represen- 
tative is prepared to show you — 
in your own office, on your own 
work—how Comptometer speed, 
accuracy and adaptability can 





effect substantial savings of your 
firm’s time and money. 

Telephone him ... or, if you 
prefer, write direct to Felt & 
Tarrant Mfg. Co., 1734 N. 
Paulina St., Chicago, IIl. 


COMPTOMETER 


REG. U.S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
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Office Simplicity 
(Continued from page 225) 

set up for any particular business, it 
is usually found that most of the ac- 
counts break down into perhaps five or 
six parts. Once the audit forms are 
filled in with breakdown headings for 
each account, new subdivisions are 
seldom added. Each month each ac- 
count is analyzed and each item ac- 
cumulated under one of the component 
headings and entered on the audit 
form. Thus the amount of each com- 
ponent part of each account can be 
considered in relation to the amount 
of the previous month or in relation 
to a previously budgeted estimate. 

The audit is made, of course, not 
from the ledger sheet but from the 
statement made up at the time the 
ledger sheets are posted. In practice 
it has been found most advantageous 
that the audit form should be printed 
on a letter folder and that there be one 
letter folder for each account. When 
the audit information is arrived at, it 
is entered on the audit form on the 
front of the folder and the statement 
copy of the ledger sheet is placed in 
the folder. It will be seen that these 
folders then contain an exact copy of 
each ledger account and show on their 
face the audit breakdown each month 
of the year. These folders serve a 
further useful purpose in that they are 
convenient for filing information about 
the accounts, such as depreciation or 
amortization plans, and the like. The 
information on the folder is later 
copied on a similar sheet form and 
used for the executives’ information 
and guidance. 

This audit is very positive in regard 
to recurring items, such as rent pay- 
ments, rent collections, or monthly 
amortization or depreciation. Since 
every account is analyzed monthly and 
the amount in that account is broken 
down into its components, the loss of 
a recurring item is noted at once and 
calls for investigation. It will be real- 
ized that in nearly every bookkeeping 
system there are many inconsistencies 
in regard to charges to accounts, and 
these occur regardless of the usual safe- 
guards provided. Certain items in some 
months will be charged to one account 
and in some months to another. Under 
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ordinary procedure this is very difficult 
to discover. 

Although on each account only the 
sum total of each component part is 
shown for the month, this is usually 
sufficient to give the executive a clear 
comprehension of the account itself. 
However, if he should want further 
details it is usually only necessary for 
him to ask for details of one of the 
parts of the account, which details can 
be more quickly and readily obtained 
than if he should ask for an analysis 
of the entire account. 


PsYCHOLOGICAL EFFECT IMPORTANT 


When the three features of the plan 
which have now been described are 
applied, it has been found that one of 
the most important effects is a psycho- 
logical one. So many extraneous ideas 
are weeded out that each employee gets 
a thorough grasp not only of his own 
work but also of the interplay between 
his work and the work of others. This 
fact and the fact that each employee is 
thinking only in one direction at a 
time and thoroughly understands that 
direction, makes it possible for him to 
clear up his work each day and gives 
him a feeling of confidence and satis- 
faction that brings out his best quali- 
ties. 

Many employees who are compelled 
to do work they do not fully compre- 
hend have a subconscious fear of it. 
They are afraid that from some uncom- 
ptehended portion of their work a 
problem will arise with which they will 
be unable to cope. Their attention, 
therefore, is not fully applied to the 
work in hand. A part of their time 
and effort is spent in considering ways 
and means of protecting themselves 
against some unknown but none the 
less feared contingency. 

At this point it would be well to 
emphasize the fact that the audit sheets 
showing the breakdown of each ac- 
count month by month can be left on 
the desk of an executive, so that he 
can obtain a picture of the most de- 
tailed kind. For example, in one busi- 
ness, an item called “Sales Promotion” 
of some $25,000 appears on the ex- 
pense statement. Of course, everyone 
knows, in general, what this item 
means, but the audit sheets reveal that 





it is an accumulation of some twenty- 
two accounts, and the breakdown of 
these accounts into their component 
parts shows fifty-six different items. 
With this information on his desk, an 
executive can talk intelligently about 
the total account or any of the many 
items which make up the total. As a 
matter of fact a short study of this 
group of accounts by any executive 
once a month will keep him well-in- 
formed as to all details of expenses 
coming under this heading. 


THEORIES TRIED AND TESTED 


All the ideas and theories described 
have been tried and tested. They work. 
They have been in operation in a cor- 
poration of some considerable size in 
New York City for a period of eleven 
years and have consistently saved at 
least 25 per cent. of office costs. Simi- 
lar sums could be saved in any com- 
pany in which it is necessary to present 
accounting information in the detail 
necessary under standard conditions. 
More than this, the controlling execu- 
tive of the company would have a much 
clearer conception of all phases of the 
business than is usual with other meth- 
ods. 


“NEW YORK LAWS AFFECTING BUSI- 
NESS CORPORATIONS,” twenty-second 
edition, revised to May 3, 1941. Published 
by United States Corporation Company (150 
Broadway, New York City, 184 State Street, 
Albany). 599 pages. Price $2. 

The book now ready for delivery contains 
a full text of general corporation law, stock 
corporation law, business corporations law, 
“Blue Sky” and anti-trust provisions of the 
general business law, uniform stock transfer 
act, and the general association law. Also 
applicable sections of tax law (including 
tax on transfers of stock), membership cor- 
porations law, penal law, general construc- 
tion law, state constitutions, and legal 
recording and filing fees. There is also a 
synoptic analysis (which provides quick ref- 
erence to the several corporation laws), a 
table of cases, and a complete index. Be- 
sides the statutes there are liberal annota- 
tions of judicial decisions. These are usually 
abstracts, in the court’s exact language, with 
numerous citations of supporting cases. 


Reviewed by HARVEY M. KELLEY. 


Members of The Controllers Insti- 
tute of America who do not possess 
certificates of membership should com- 
municate with the national office and 
obtain one promptly. 
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“Heres how we made our department a 
r for the whole company” 
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1. “In these times, more than ever before, it’s my 
job as controller to keep tab on every department of 
our company and every phase of company activity. 
That’s why I’ve made my No. 1 assistant the 
Mimeograph duplicator.” 




































































2. “We produce all forms for monthly reports this 
quick, economical way—and save costly accounting 
time. The Mimeograph duplicator enters account 
names and numbers; we add only monthly figures. 
I can get the correct information quickly, because I 


x | “We're also able to test new ideas and ac- 
counting practices without tying up a lot of money 
in paper and forms. We can adapt standard forms 
to our company’s specialized requirements at very 
low cost with versatile Mimeograph equipment.” 








can now send instructions to all concerned.” 


New ways to make the controller’s department more efficient and more 
effective—that’s what many companies are getting with the Mimeograph 
duplicator and our suggestions for its use. Some of these sound, practical 
ideas are detailed in our new portfolio, ‘‘Manufacturing Profits.’’ Send coupon 
today for copy of this free book ...and start these ideas working for you. 


Mimeograph 
duplicator, 


‘e 


noe 
MIMEOGRAPH is the trade- = i= 


< deck 
mark of A. B. Dick Company, 7 fe 
Chicago, registered in the U. S. 


Patent Office. 














4. “Tm glad the Mimeograph duplicator isn’t 
actually a salaried employee—because I’d be con- 
stantly having to raise its pay. It’s saving plenty of 
time and money for the company— 

and it’s making our jobs a lot easier in 5) 

this department.” o 






A. B. DICK COMPANY 
Dept. K-641 

720 W. Jackson Blvd. 
Chicago, Ill. 

RUSH mea free copy of “Manufacturing Profits.” 
REE IR GS 5. oo on dos cave cute aruwaserasmaceee Came as 
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~ Some Puzzling Phases of Excess 


Profits Tax Law 


I have been trying for years when 
new bills came out to get from the 
men in the American Bar Association 
who are interested in taxes a list of 
questions like this for discussion. 
Your list of questions is splendid. 
We have had almost no success so far 
as compared with this,—probably for 
the reason that lawyers do not begin 
to see the detailed and specific ques- 
tions until about a year or a year and 
a half after a new tax law is passed. 
I have the greatest admiration for 
any organization that can put these 
together. 

The next thing, on behalf of our 
Excess Profits Tax Committee of the 
Taxation Section of the American 
Bar Association, I want to thank you, 
very much, for this act of hospitality 
in letting us sit in with your councils. 

The solution of any real dispute as 
to how much tax is due under special 
situations only occasionally depends 
on the text of the law. Usually, the 
first step and the most important step 
has to do with knowing the factual 
situation—its realities rather than its 
technicalities. It is necessary patiently 
to examine these realities and to try 
to figure out in good common sense 
what the amount of the tax really 
ought to be. Only after this does one 
look at the law again and see whether 
there is something in it that will sup- 
port the sensible conclusion. 

This is the real reason why a law- 
yer cannot get along without men of 
the type to be found in this organiza- 
tion. He simply has to have the real- 
ities of the situation and nobody can 
get them and help him to appreciate 
the degrees of importance between 
the various facts except such people 
as you who are meeting and evaluat- 
ing such realities every day. 

The general attitude of our com- 
mittee is that it is our duty to help 
along the government's attempt to 
collect taxes. If we see in a new rev- 
enue act features that can be im- 


proved, and point them out, it is 
important that everyone shall under- 
stand that we certainly are not doing 
it to defeat the revenue but rather be- 
cause we want the law to succeed. 
Anything I should say in answering 
questions that fall to me will be said 
in that spirit. 

Question No. 6, assigned to me, is 
about borrowed invested capital in- 
cludible to the extent of 50 per cent. 
It asks how to determine under Sec- 
tion 719 (a) (2) that as of a particular 
day there shall be ascertained, in re- 
spect of a contract with a foreign 
government under which there has 
been a prepayment, “the amount of 
the advance payment which would be 
required to be repaid to the foreign 
government if the contract were can- 
celled.” 

The answer is that this require- 
ment in the law presents a horribly 
difficult question of mixed account- 
ing and fact—a question which is in 
many cases impossible to answer with 
certainty, particularly when you are 
dealing with a day which is a long 
way from the inventory date, and in 
cases where there are not only con- 
tractors but subcontractors—perhaps 
hundreds of them. I think this is 
the only answer that can be made; 
that this part of the law is inept and 
that no law ought to be drafted so 
as to make necessary determination 
of so difficult a question. 


No. 7, also assigned to me, con- 
cerns a relatively simple question of 
invested capital; the current taxable 
year is 1940 and the question is how 
far the invested capital as of the end 
of 1939 shall be reduced by reason of 
income taxes for the year 1939. As- 
suming the taxpayer has made a cer- 
tain provision for these income taxes 
but that the actual amount of the tax 
may not be known for a number of 
years, after the government's audit is 
completed, is the invested capital to 
be reduced in the amount of such 
provision as has been made, or is an 
adjustment to be made after the pre- 
cise amount of tax has been accu- 
rately determined? Under the World 
War Excess Profits taxes, the Gov- 
ernment was not always consistent in 
dealing with matters of this kind. I 
should say that the authorities are 
against the use of the amount ap- 
pearing in the “provision” and in 
favor of using the amount of the tax 
as finally determined. 

No. 8 is a question about the in- 
come credit, and specifically about 
the effect of capital additions or de- 
ductions after the close of the base 
period—the adjustment by which 8 
per cent. of the additions or 6 per 
cent. of the subtractions is taken into 
account in calculating the credit. In 
this case, a corporation purchased 
100 shares of stock of a domestic 
corporation on January 1, 1940 for 








The remarks reproduced here were made by Robert N. Miller, 
attorney, of Washington, ‘D. C., in the excess profits tax session 
of the Eastern Spring Conference of Controllers. Mr. Miller is 
chairman of the Excess Profits Tax Committee of the Taxation 
Section of the American Bar Association. The Mr. O. H. Chmillon 
referred to is Mr. Miller’s partner. 

The questions to which reference is made appear on page 234. 
They were submitted by members of The Institute. 


—THE EDITOR 








232 











MEETING THE NEEDS OF THIS HOUR! 








SAFE-KARDEX ’“60” 
PLANNING, PRODUCTION 
and INVENTORY control rec- 
ords in Safe-Kardex '60" in- 
creases efficiency and keeps to 
a minimum order chasers, trou- 
ble shooters and expensive shop 
interruptions. Fire protection at 
the point of action is a plus 
value. 





INDEX VISIBLE 
Index Visible "MACHINE 
LOADING" records _ instantly 
disclose the number of hours of 
work assigned—by job, to each 
machine or department permit- 
ting balanced “machine loads" 
and unbroken maintenance 
schedules. 





SAFE-FILES 
Establishing centralized or de- 
centralized ENGINEERING and 
SPECIFICATION files in Safe- 
File 60's’ gives the twin advan- 
tages of fast, convenient filing 
plus protection from fire and 
sabotage at the point of action. 


OW, while National Defense produc- 
N tion pressure puts the heat on your 
operations, is the time to tighten up your 
methods and systems. 


Bottlenecks, inefficiency and slackened pro- 
duction have been traced in thany case 
histories directly to routines and record 
keeping systems. Remington Rand will put 
the experience of solving these costly prob- 
lems at your disposal. 


On this page are a few of the Remington 
Rand products that will help you simplify 
your record procedures — and meet the 
needs of the hour! 


Whether your record problems are con- 
cerned with Production, Maintenance, In- 
ventory, Personnel, Accounting or Pro- 
curement, Remington Rand has solved 
similar problems for other organizations. 
Get this experience free! 


Remington Rand Inc. 
BUFFALO °- NEW YORK 


Branches in all principal cities 





FLOOR MODEL 


SAFE-KARDEX “60” 
Many a PERSONNEL problem has been 


eliminated through the fast, visible refer- 
ence feature of Floor Model Safe-Kardex 
"60." Applications and job requisites are 
quickly matched—eliminating "square pegs 
in round holes." It simplifies conforming 
with the new government personnel and 
identification regulations. 





PREPAREDNESS IS THE PRICE OF SECURITY! 








Remington Rand Inc. 


Buffalo, New York 





Branches In All Principal Cities 








SAFE-CABINET 


Safe-Cabinets are ideal for housing invaluable 
PLANS and SPECIFICATIONS that must be 
kept flat, unwrinkled and uncreased to assure 
accurate reading. These units are available with 
any. type of interiors —one will just suit your 
need. Fire protection is one, two or four hours. 





KOLECT-A-MATIC 


TOOL CONTROL is inexpensive and rigid 
when Kolect-A-Matic is on the job. Kolect-A- 
Matic assures maximum tool utility with mini- 
mum lost working hours; minimizes tool thefts 
and damage. 





STEEL FURNITURE 


All clerical and executive factory office furni- 
ture, chairs, desks, tables and stools are avail- 


able in steel and aluminum. Furniture that 
will give excellent service, regardless of hard 
usage, and yet costs no more. 


MAIL couron TODAY! 


Remington Rand Inc. 
Dept. CON 441 
Buffalo, New York. 


Send full information and sample forms 


Lee e rrr rrr rrr Pe rerere ret TT Tt 
COS a v.ccccdvvedetsdecadaccadsceseeteers 
yo Ere rrT rrr rer creer tee 
City and State... .....ccccccccccccccevecees 











234 


$10,000.00. The question is whether 
6 per cent. of this amount would be 
used to reduce the excess profits 
credit based on income, or would 
this be prohibited by the section lim- 
iting the daily capital addition to 
zero? 

To Mr. Chmillon and me, as we 
talked this over a little while ago, it 
seems that this case is not affected 
by the provisions about capital ad- 
ditions or capital deductions. Those 
provisions apply when something is 
paid into the corporation by the 
stockholders or something is taken 
out. The expenditure of this $10,- 
000 was not of that kind; it was a 
mere process of shifting cash already 
on hand for stock. The corporation 
had invested capital. Therefore, this 
transaction would not affect the in- 
vested capital at all. It is true that 
for purposes of the invested capital 
credit, the stock would be an inad- 
missible asset; one of the peculiar- 
ities of this law is that, in comput- 
ing income credit, the existence or 
nonexistence of inadmissibles is not 
material. 

CHAIRMAN ALDEN C. BRETT: 
Are there any questions in regard to 
this group ? 

QUESTION: Did you answer the 
last half of 7, I mean 7 (b) ? 

MR. MILLER: Thank you for 
calling my attention to that. 

As far as I can find, there is not 
any provision in the law or regula- 
tions at present authorizing such 
averaging, although there certainly 
was under the World War Excess 
Profits taxes. 

We come now to No. 9, which is 
of an entirely different class. It has 
to do with abnormalities in base in- 
come. In answering it, we first bear 
in mind that the only two places in 
this law that deal with the determi- 
nation of abnormalities of base pe- 
riod income are found at the end of 
Section 711 (b), subsections (H), 
(1), (J) and (K), and in Section 


P ee 


The corporation received in 1938, 
a base period year, a refund for proc- 
essing taxes under the Agricultural 
Adjustment Act of 1933, in the sum 
of $250,000.00. During the same year, 


The Controller, June, 1941 





Questions 


While this question was considered 
in Regulations 109, the ideal conditions 
used in the example afforded no solution 
to a condition such as the following: 


VI 

How would you determine borrowed 
invested capital under Section 719(a)(2) 
when it is impossible to ascertain the 
amount of the advance payment that 
would be required to be repaid to the 
foreign government if the contract were 
cancelled? 


VII 
(1) To what extent does the Federal in- 
come tax for the year 1939 reduce in- 
vested capital for the taxable year 

1940; 

(a) If the full amount is to be de- 
ducted at January 1, 1940, 
should such deduction be the 
amount of the provision, or the 
actual tax paid; or 

(b) Should a deduction be made from 
invested capital as of the begin- 
ning of the taxable year for the 
actual tax paid for the year 1939, 
averaged for the proportionate 
part of the taxable year after the 
date when the installments are 
due and payable. 


VIII 

In computing the excess profits credit 
based on income, the Act calls for a re- 
duction of the income credit by 6% of 
the net capital reductions. It also states 
that the net daily capital addition shail in 
no case be less than zero. The daily cap- 
ital addition is defined as amounts paid 
in for stock, or as paid in surplus or a 
contribution to capital. It must be re- 
duced for State and United States Govern- 
ment obligations and stock of domestic 
corporations. 

Let us assume that a corporation pur- 
chased one hundred shares of stock of a 
domestic corporation on January 1, 1940, 
which cost $10,000. Assuming there were 
no other capital additions or reductions, 
would 6% of this amount be used to re- 
duce the excess profits credit based on in- 
come, or would this be prohibited by the 
section limiting the daily capital addition 
to zero? 


IX 

A corporation received in 1938 $250,000 
as a refund of Processing Taxes under the 
Agricultural Adjustment Act of 1933. 
During 1938, $25,000 was paid to at- 
torneys for handling the claim, and $50,- 
000 was paid for Windfall Taxes. 

In computing the average base period 
income, should these items be eliminated 
from the 1938 income? Would it be 
proper to include or eliminate the pay- 
ments made for attorneys’ fees and for 
Windfall Taxes? 


xX 

The company submitting this query pro- 
poses at this time to use the income 
method in determining its excess profits 
credit. When examining the accounts for 
the year 1938, the Revenue Agent, by di- 
rection of the taxing authorities at Wash- 
ington, proposed to decrease the deduc- 
tion for depreciation. Because the year 
1939 is still open, the Revenue Agent 
likely will propose a similar reduction in 
depreciation allowance for that year. The 
company will not dispute the adjustments 
for either year and will pay the additional 
assessments. The years 1936 and 1937 be- 
ing closed, the Revenue Agent was stopped 
from applying the same kind of adjust- 
ment to those years. 

Does the taxpayer have good grounds 
under any of the provisions in the so- 
called Second Revenue Act of 1940 or the 
recent 1941 amendments for eliminating 
“abnormalities”, for insisting that the 
Bureau of Internal Revenue apply the de- 
preciation adjustments to the years 1936 
and 1937 in order to put all four of the 
base period years on a uniform basis with 
respect to depreciation rates? The advan- 
tage to the company would be the increase 
in the excess profits credit. 


XI 


Domestic corporation has two 100%- 
owned foreign subsidiaries designated 
herein as A and B. Corporation A com- 
menced doing business July 1, 1936 and 
Corporation B as of January 1, 1938. 

Corporation B declared and paid its 
first dividend in 1939, declared and paid 
its second dividend in 1940. 

Corporation A, doing business since 
1936, declared its first dividend in May 
1940 and its second dividend in December 
1940. Neither dividend was received in 
cash during 1940 due to exchange control 
restrictions but they were accrued into in- 
come by the parent company. 

The total dividends of the foregoing 
subsidiaries in 1940, both received and ac- 
crued, were in excess of 125% of the div- 
idend received in 1939 from Corporation 
B. 

Is the difference between the total 1940 
dividends and the 125% of this class of 
income for 1939 considered as abnormal 
income and allowable as a deduction in 
Item 11 of Form 1121, Corporation Ex- 
cess Profits Tax return, for the year 1940 
even though it might be reasoned a div- 
idend is not income until declared and 
consequently no part of the 1940 divi- 
dends could be considered as attributable 
to previous years? 

What are the prospects of a further in- 
crease during 1941 in the rates of Federal, 
Normal and Excess Profits Tax. 








A Sensation! 


The man whose talk before the New York Control of the 
Controllers Institute caused a sensation has now electrified 
the entire business world with his book about ‘“‘the rise of 
a new ruling class.” Already it is being widely discussed 
in editorials, articles, on the radio and over the conference 
table. And to people who are in positions of management 
today James Burnham’s The Managerial Revolution is a 


book that must be read—now. 


James Burnham’s THE 


MANAGERIAL 





REVOLUTION 











CONTENTS 

The Problem 

The World We Lived In 

The Theory of the Per- 
manence of Capitalism 

The Theory of the Prole- 
tarian Socialist Revolu- 
tion 

The Struggle for Power 

The Theory of the Man- 
agerial Revolution 

Who Are the Managers? 

The Managers Move To- 
ward Social Domi- 
nance 

The Economy of Mana- 
gerial Society 

The Managers Shift the 
Locus of Soveréignty 

Totalitarianism and Man- 
agerial Society 

The World Policy of the 





TIME calls this book: “Possibly the 
most sensational book of political theory 


since The Revolution of Nihilism.” 


Why Are Business Men... 


buying, reading and talking about The Man- 
agcrial Revolution? Why are rush orders 
pouring in from executives of such organ- 
izations as widely divergent in their view- 
point as General Electric and the Interna- 
tional Ladies Garment Workers Union; 
from Sears, Roebuck and The Brookings 
Institution; from Lehn & Fink; The Society 
for the Advancement of Management; the 
Robert Schalkenbach Foundation and the 
Willard Storage Battery Company? What 
is it that James Burnham tells about “the rise 
of a new ruling class” that has swept the first 
two printings from the bookstores almost 


overnight? Read his book and see! 


@® Why did Ralph Thompson in the New 
York Times give his entire column to it 
on two days? 


@ Why have both Harry Hansen in the 
N.Y. World-Telegram and Quincy Howe 
on station WQXR commented twice on 
the book? 


@® Why have feature reviews appeared in 
such widely differing publications as Bus- 
iness Week and Modern Industry on one 
hand and Common Sense, The Nation and 
The New Republic on the other? 


And What Made... 


STUART CHASE assert that this is, “One 
of the most stimulating books I have ever 
read.” 


Managers 4 
The Managerial Ideolo- > JOHN CHAMBERLAIN: “One of the most 
gies Why Did ees challenging books of the year.” 


The Russian Way 

The German Way 

The Future of the United 
States 

Objections 






S 
AQ 
i 
\ 7 
Ny 

~ 
3rd 


Large Printing 
Now Off Press 








© Time devote a page and a half to a de- 
tailed discussion of The Managerial Rev- 
olution and its startling implications? 


N. Y. TIMES BOOK REVIEW: “To be read 
with profit by any one tired of analysis at 
the commentator level.” 


COMMONWEAL: “Gives a clear danger sig- 
nal; men are still free to steer away from 
the abyss it shows lying at our feet.” 


THE JOHN DAY COMPANY, N. Y. 


| ] Remittance enc. | 


Fil in and Send This Coupon NOW! 


| 
| THE JOHN DAY COMPANY 
2 WEST 45th STREET, NEW YORK 
= | Please send at once 
i | ham’s The Managerial Revolution. 
| 


Price, $2.50. 


| 
| 
| 
copies of James Burn- | 
] Send C.O.D. 7 





236 


it paid out $25,000 to attorneys for 
handling that claim, and $50,000 to 
the government for windfall taxes. 
In computing the average base pe- 
riod net income, do the abnormality 
provisions provide for eliminating 
the refund of $250,000 from the 
1938 income? Are each of the out- 
going items to be eliminated as de- 
ductions? 

Let us take first the $250,000 re- 
fund. It certainly looks like “abnor- 
mal” income in the base period. The 
provisions of Section 711 (b), (H), 
(1), (J) and (K) refer only to de- 
ductions and the provisions of Sec- 
tion 722, as to abnormalities of base 
period income, apply only when 
either of two things have happened 
—a change in the character of busi- 
ness (which is not true here) or in- 
terruption of production or opera- 
tion (which is not true here). 

Besides, it seems likely that Section 
722 cannot be invoked except at the 
request of the taxpayer, and it is to 
this taxpayer’s interest to keep the 
base period income as high as possible. 

The question whether a refund for 
processing taxes paid is income or 
not, may in some cases turn out to be 
a complicated one. The government 
has not been consistent. The Bureau 
raised the question that since this 
tax was held to be invalid, amounts 
paid in discharge of the govern- 
ment’s claim for the tax are not de- 
ductible as “taxes.” Personally, I 
believe that when the tax collecting 
authorities demand payment, and the 
taxpayer complies, the payment he 
makes is to be regarded as a tax and 
treated as deductible. Certainly in 
cases where the taxpayer receives the 
benefit of the tax deduction, the re- 
fund would be held to be income, 
but in any case where the Bureau has 
denied the deduction, there might be 
a serious question whether the Bu- 
reau would be right in treating the 
refund item as income in the year of 
the refund. 

The $25,000 attorneys’ fee is an 
abnormal deduction. Section 711 (b) 
(J) concerns abnormal deductions, 
but may the taxpayer eliminate it 
under the particular provisions of 
this law? In order to find out, he 
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has to observe the various limita- 
tions. In the first place, the taxpayer 
is denied any adjustment unless the 
amount paid is more than 125 per 
cent. of amounts of the same “‘class”’ 
paid on the average of a 4-year test 
period. 

That raises the question as to 
whether the word ‘“‘class’” here means 
lawyers’ fees in general or whether 
there is a special class of fees to re- 
sist taxes. Assuming that the Bureau 
adopts the former theory, the tax- 
payer is denied any adjustment if, 
in the 4-year test period, it had been 
paying on the average as much as 
$20,000 a year to the various law- 
yers employed by it. Then, if you 
get by that limitation, you still get 
no adjustment unless some other 
things are true. You must look at 
the aggregate lawyers’ fees paid by 
your corporation in the current tax- 
able year. If by reason of special 
litigation the corporation has paid 
$25,000 in the current taxable year, 
the provision in Section 711 (b) 
(K) (i) prohibits any relief here. 

Moving to the third part of this 
question, that is, to the $50,000 
windfall tax payment, the only 
chance to get an adjustment lies un- 
der the same provision, Section 711 
(b) (j) and we have another prob- 
lem as to what the word “class” 
means. Does the class include all 
taxes paid or all income taxes paid, 
or does it include only windfall 
taxes? If the word “class” is treated 
as including all taxes, the case would 
be relatively rare to which an adjust- 
ment would apply. And the same is 
true if the word “class” is treated as 
including all taxes based on income. 
Again, even though in other ways 
the taxpayer had qualified for relief 
under Section 711 (b) (J), the relief 
would not be forthcoming if tax pay- 
ments of this class in the current tax- 
able year happen to be higher. 

QUESTION: Would not windfall 
taxes be treated the same as normal 
income taxes? 

MR. MILLER: That is a big dan- 
ger. That is one of the arguable 
things and it is just one of the thou- 
sand points about this law that no- 
body knows for certain. 





Are there any other points? 

QUESTION: I wonder if you 
would say another word or two 
about Section (K) (ii), about the ex- 
cess not being a consequence of an 
increase in the gross income. Per- 
haps in the one case the $25,000 was 
a contingent fee based on the amount 
of recovery and in the other case it 
was an established fee to be paid 
regardless of the amount of recovery. 

MR. MILLER: I suppose if this 
were an absolute fee, we would not 
have to have much trouble with this 
fence. If it is a contingent fee, I 
think we might have a good deal, 
especially in the Bureau. I would 
hope that the taxpayer would have 
the best of that argument even in the 
contingent fee because my own feel- 
ing, without a great basis for it, is 
that what is probably meant here is 
an increase in capacity of a plant, 
doubling the size of the plant. I 
hope that is what it means. 

MR. CHMILLON: The next ques- 
tion deals with the base period in- 
come in a situation where the Com- 
missioner or the Bureau has for the 
second half of the base period in- 
creased the income and tax by de- 
creasing the depreciation deduction. 
The question is “Does the taxpayer 
have good grounds under any of the 
provisions in the so-called Second 
Revenue Act of 1940, or the recent 
1941 amendments for eliminating 
‘abnormalities,’ for insisting that the 
Bureau of Internal Revenue apply 
the adjustments to the years 1936 and 
1937 in order to put all four of the 
base period years on a uniform basis 
with respect to depreciation rates?” 

I do not believe any of the provi- 
sions of the law for eliminating ab- 
normalities apply to this situation. 
Section 722 providing for the adjust- 
ment of abnormal base period in- 
come is not applicable unless there 
was a change in the character of the 
business or an interruption or dimi- 
nution of normal production which 
it is assumed was not so in the case 
given. 

Section 711 (b) (J) which also 
treats abnormal deductions in the 
base period taxable years does not 
afford relief because of the limitation 
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that the deduction must be more 
than 125 per cent. of the deduction 
of the same class for the preceding 
four years and the limitation in sub- 
paragraph (k). 

CHAIRMAN BRETT: Any ques- 
tion on that? 


QUESTION: How about 734 on 


that question? I wonder if that 
would not give some basis. 
MR. CHMILLON: I do not be- 


lieve Section 734 would apply since 
it requires the taking of a position 
which is inconsistent with the treat- 
ment accorded such item in the prior 
taxable year, which was not correct 
under the law applicable to such year. 
The determination of a different 
amount as the depreciation deduction 
from the amount claimed in 1936 
and 1937 probably would not be 
characterized as an inconsistent treat- 
ment of the depreciation item which 
was not correct under the law applic- 
able to the prior year. 

MR. MILLER: And yet it was not 
due to a change in law. We run into 
that big change in policy on depre- 
ciation back there, and this, it seems 
to me, is an arguable question. 

QUESTION: I was just wonder- 
ing if you could not take the posi- 
tion that inasmuch as the Bureau has 
changed the computation on the 
ground that the prior depreciation 
was excessive therefore the prior 
position was incorrect, you can ad- 
just the income subject to having to 
pay the additional tax under 734. 

MR. CHMILLON: You might 
very well take that position. 

QUESTION: I have been very 
much concerned about that because it 
runs all through this Pitts-Gruen 
case. It seems to me the Treasury 
might be faced with having to tre- 
verse itself for invested capital pur- 
poses, provided there is an adjust- 
ment under 734, which means no tax 
if it is a loss year. 

QUESTION: May I ask, Mr. 
Chmillon, is there not a provision in 
the law or regulations which says 
that in computing the average base 
period income you compute it in the 
proper manner? In this case they 


get the lower deduction and the 
higher credit. 


If that were the case, 
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suppose this company claimed a 
lower depreciation, therefore increas- 
ing its credit, would it run into any 
danger of additional taxation under 
821, I think; would there be any 
danger of that? 

MR. CHMILLON: Yes; of course, 
the question would be a factual one 
as to the correct depreciation for the 
two earlier years, 1936 and 1937, and 
if it is admitted that the depreciation 
claimed was excessive there is the 
possibility of an additional tax under 
Sec. 821, provided the other provi- 
sions of Sec. 821 are met. 

MR. MILLER: I have the next 
one, No. 11. This is the question of 
an American corporation that has 
two foreign  subsidiaries—British 
subsidiaries for instance. Some of 
the dividends declared by the sub- 
sidiaries have been received by the 
parent corporation; some have ac- 
crued but have not been received be- 
cause of the restrictions as to the 
actual payment of money from the 
foreign country to a parent in this 
country. The question is whether 
these dividends are to be included in 
taxable income for the current tax- 
able year. 

I think the answer is just the same, 
whether the dividends were actually 
paid in the current taxable year, or 
whether they were merely accrued. 
Section 721 specifies certain situa- 
tions in which income may be ex- 
cluded from the current taxable year 
because “‘attributable’” to some other 
year, and one of the five special 
classes to which the section applies 
is “dividends from foreign corpora- 
tions.” But before the taxpayer can 
avail himself of the provision, he has 
to run the gauntlet of the 125 per 
cent. provision which denies any re- 
lief under Section 721, even though 
the taxpayer got foreign dividends, 
unless we take all of the foreign divi- 
dends that have been received during 
the four preceding taxable years and 
average them. If this average shows 
that we have benefited in those years, 
so that the amount of these divi- 
dends received in the current taxable 
year is not over 125 per cent. of the 
average, no adjustment can occur. 

I call attention to another provi- 





sion in Section 721,-that in cases 
where such an adjustment is pro- 
vided for in the law, the amount to 
be eliminated from current taxable 
income is first adjusted downward 
for expenses which are allocable to 
the item which is to be assigned to 
some other year. I think that is all 
that needs to be said about No. 11, 
unless there is some question about 
it: 

QUESTION: Would that be the 
same if the foreign company were a 
Delaware corporation with all its 
business and all its assets in a for- 
eign company? 

MR. MILLER: As has been 
pointed out, dividends from a do- 
mestic corporation would be elimi- 
nated anyhow under the general 
provisions of Section 711. 

QUESTION: Would it make any 
difference if your foreign business 
were conducted as a division instead 
of a company? Of course, you would 
consolidate your profit with your do- 
mestic income and you receive some 
of those profits in money. 

MR. MILLER: The foreign item 
would then not be a “dividend” and 
so not within one of the expressly 
stated classes of Section 721, but 
since the amendment of Section 721, 
cases of adjustment under the section 
are not limited to the specifically 
enumerated classes, and it may well 
be that the amounts received from 
the foreign corporations would be 
considered as amounts received in 
the taxable year but attributable to 
other years, and so subject to adjust- 
ment. 

That next one, No. 12, is one 
about which we have all agreed we 
know practically nothing. We have 
all talked to people with views as to 
what future taxes will be imposed, 
but the situation is too uncertain to 
warrant making anything but a 
guess. 

The next question, being a ques- 
tion involving law, although largely 
also a business question, has been as- 
signed to me: ‘What is the effect of 
various State Sales, Use and Fran- 
chise Taxes on companies engaged in 
interstate commerce especially in 
view of the recent decision of the 











Supreme Court on the Iowa Use 
Tax?” 

The recent decision of the Su- 
preme Court, referred to in this 
question, merely carried forward a 
series of Supreme Court decisions 
that began in 1937. The first one, in 
which Justice Cardozo wrote the 
opinion, sustained a tax which had 
been imposed by the State of Wash- 
ington on the use of property, a tax 
which was imposed as a means of 
guarding the local sales tax. The 
case had to do with the application 
of the use tax, about a million dol- 
lars worth of equipment having been 
shipped into the State for use in 
building the big dam in the State of 
Washington. Justice Cardozo’s opin- 
ion held that the fact that this use 
tax was a burden on interstate com- 
merce did not render the law uncon- 
stitutional. He emphasized the fact 
that from the standpoint of the State 
there had been no rate discrimina- 
tion; the 2 per cent. tax on inside 
sales was guarded by a 2 per cent. 
tax on things brought in from out- 
side, after a sale outside. He said 
that equality was the test, and that 
the test was satisfied. 

In a recent case, the Court went 
further along the same lines and held 
that if a taxpayer had retail stores in 
the State, it could be forced to with- 
hold the use tax in respect of goods 
in the sale of which the local stores 
had not functioned at all—goods 
which had been sold outside the 
State,—and that this was true not- 
withstanding that the State would be 
unable to require withholding in the 
case of a sale made by another seller, 
who, unlike this taxpayer, had no ac- 
tivities within the State. 

While these cases must be re- 
garded as an accomplished fact—like 
the occupation by Germany of cer- 
tain territory—we have simply to 
deal with them as a reality and con- 
sider that the conduct of interstate 
business of this kind is subject to a 
new handicap. So far, the decisions 
are, we find, cases in which there is 
no discrimination as between sales 
within and sales without the State. 


(Please turn to page 241) 
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REVIEWS of Recent Business Publications 


“THE MANAGERIAL REVOLUTION,” 
by James Burnham, Professor of Philoso- 
phy, New York University. Published by 
the John Day Company, Inc., New York. 
285 pages. $2.50. 

What is happening in the world? 

Capitalism is through! So states the au- 
thor. The thesis of this work is built on 
that assertion. But it does not stop there. 
It delves deeply into history and step by 
step reviews the changes that have taken 
place. All of which may be familiar to 
the reader, but these changes are related to 
what is going on in the world today, in the 
United States as well as in the rest of the 
world, and take a new meaning when in- 
terpreted in the light of a major social rev- 
olution which is now occurring. 

Mr. Burnham, in his theory of ‘The 
Managerial Revolution,” explains the transi- 
tion that is taking place and visualizes the 
new type of society which is replacing cap- 
italism. He states that the democracy of 
capitalized society is on the way out and 
is being replaced by the democracy of man- 
agerial society. 

This new society is to be ruled by the 
managers and is based upon the state owner- 
ship of the major instruments of produc- 
tion. The managers are defined as those 
who are managing the actual technical 
processes of production in a private or 
state enterprise. Not the owners, the cap- 
italists, who at present own the instru- 
ments of production, but who themselves 
do not actually manage the technical proc- 
esses of production. 

He states that socialism was the first step 
in the overthrow of capitalism in Russia, 
and that Russia is farthest advanced in a 
managerial society. But Russia is not an 
example of a finished managerial state. It 
has a scarcity of competent workers and 
technicians. The present Russian regime 
will be overthrown and Russia split into 
an eastern and western section—Asiatic and 
European. These sections will be ruled by 
future super states. Also that Germany is 
in the early stages of a managerial state. It 
is better suited to that type of society than 
Russia because its industrial and technical 
foundations are stronger. The patterns of 
German and Russian way are compared. 
Whereas Russia speedily eliminated the 
capitalist class, then curbed the masses, in 
Germany the masses were first curbed, and 
then the capitalists were made impotent. 
In both countries he anticipates contests to 
come between the rival managers. 

He predicts that capitalism will not be 
supplanted by Marxist socialism or totali- 
tarianism, but by a managerial society. The 
Stalins, the Hitlers, and the Mussolinis will 
also disappear in the world movement. 


The role of money will be restricted and 
it perhaps will be divorced from a metallic 
base, making the gold hoard of this country 
valueless as a monetary base. This is di- 
rectly contrary to the beliefs of the leading 
economists in this country. The success of 
the barter system in Germany and Russia 
is advanced to prove how successfully for- 
eign trade can be handled by that method. 
However, these countries are operating un- 
der a restricted economy. Whether they 
can continue to do so after the present 
struggle seems to depend somewhat on their 
self sufficiency. 

Mass unemployment is attributed to a 
decadent capitalist society. A comparison 
is made with the way this problem has been 
overcome in Russia and Germany, where 
they have advanced further toward man- 
agerial society, and with the United States 
and England, where the capitalistic society 
still exists. 

In reviewing the future of the United 
States he states that “From a social stand- 
point, the United States is linked unbreak- 
ably with all the rest of the modern world. 
Its ability to keep going depends upon its 
relations with the rest of the world. The 
same general social forces are at work in 
the United States as in the rest of the world. 
Geographical isolation and the incompa- 
rable material advantages which the United 
States has had in the past delay slightly 
the development of these social forces; but 
they are operating here as surely as every- 
where else.” 

He traces what has happened and is hap- 
pening in the United States under the New 
Deal and states that the New Deal is not 
dependent on Roosevelt but sprang from 
forces operating to end capitalism and be- 
gin a new type of social organization. That 
the New Deal is not Stalinism nor Nazism, 
but that it moves in the same direction and 
is a phase of the transition process from 
capitalism to a managerial society. While 
Congress may still be sovereign, the laws 
are no longer being made by Congress but 
by the NLRB, SEC, AAA, TVA, FTC, FCC, 
the Office of Production Management and 
other executive agencies. The part the 
United States will play in the war and also 
its position with the political and social 
realignment in the future is pictured. 

The transition from the capitalist type of 
society to the managerial type of society is 
dated from the first world war and this 
period is predicted to last for approxi- 
mately fifty years from the first world war. 
The first world war was the last great war 
of capitalism and the second world war is 
the first great war of managerial society. 

Europe cannot be repartitioned into in- 
dependent sovereign states and the future 
pattern of the world political system will 
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comprise super-states based on perhaps three 
areas of advanced industry; American, Eu- 
ropean, and Asiatic. These states will be 
managerial societies and future wars will 
be a struggle among them for world con- 
trol, 

The author asserts he does not wish to 
prove the theory of the managerial revolu- 
tion to be true and “that his personal in- 
terests, material as well as moral, and his 
hopes are in conflict with the conclusions 
of the theory.” The evidence of the changes 
taking place is presented impartially and 
dispassionately. He presents the facts; he 
warns; he predicts. The reader may form 
his own conclusions. The work is not argu- 
mentative, but the case for the theory is 
presented in such a logical manner the pre- 
dictions drawn are most convincing. 

While one may not agree with the theory 
as expounded, in the belief that it goes too 
far or does not go far enough, he cannot 
help but be impressed with the courageous 
and able manner in which the facts have 
been marshalled and woven into a pattern. 
He cannot help but feel that the changes 
which he has sensed are more far reaching 
than he dared believe. There is 2 feeling 
of familiarity as most of the happenings 
are fresh in the memory of almost every- 
one; they have been occurring rapidly and 
within a relatively short space of time. 

Many arguments will be advanced pro 
and con as to the decadence of capitalism 
in the remaining democracies. Many will 
not admit that the drastic changes which 
are rapidly occurring will result in an over- 
throw of the capitalistic system and that 
while some of these changes will be of a 
permanent nature, most are necessary to 
combat the methods of totalitarian states 
during the present struggle; but that the 
democracies will revert to a capitalistic sys- 
tem which will be modified and reformed. 
This may be wishful thinking. Govern- 
ments alone can operate industry at a loss 
over a prolonged period. The survival of 
capitalism in its present form may depend 
on the length of time the present struggle 
continues. 

This is a book every well informed per- 
son should read whether he does or does 
not agree with the conclusions arrived at by 
the author. 

Reviewed by Louis W. JAEGER. 
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Some Puzzling Phases 
(Continued from page 239) 

It is to be noted that in the recent 
Iowa case, the Chief Justice dis- 
sented, as did also Justice Roberts. 

As you know, gentlemen, the de- 
cision of the Supreme Court in Feb- 
ruary merely carried forward the Su- 
preme Court decisions that began 
four years ago in 1937 on use taxes. 
The first one had to do with a mil- 
lion dollars worth of equipment for 
the big dam in the State of Washing- 
ton. The State of Washington, in 
order to guard its local sales tax, had 
put on a companion tax on the use 
of articles, at the same rate as its 
local sales tax. 

Justice Cardozo, in writing an 
opinion for the Court, held that that 
was all right; that the objection that 
it was a burden on interstate com- 
merce would not render the law un- 
constitutional, and the burden of his 
opinion, which I read over last night 
after seeing this question, is that it 
is all the same from the standpoint 
of the state. They ask a two per cent. 
tax on inside sales and just a two per 
cent. tax on outside sales. He said 
that equality was the test through 
there, and in his judgment and that 
of the majority of the Court, that 
equality was satisfied. 

That is important not merely as 
windjamming but because it casts 
some light on how far this will go. 
There is at present the hope that this 
whole string of cases, while they go 
a long way and must be regarded as 
an accomplished fact, we have to 
deal with them as just a business 
fact, another handicap. We do not 
know yet whether they will be car- 
ried further to cases where there is 
more discrimination than is shown 
here. There will come a time when 
there will be a kind of backwash of 
sentiment. 

In this last opinion Justice Roberts 
and the Chief Justice dissented, and 
in these cases where there is obvi- 
ously an attempt to discriminate to a 
great extent, there is still a chance of 
establishing a line there. 

That is about all the time that 
need be devoted to that, unless some- 
one has a question. 
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R. Franklin Hurst, First Member 
of Institute, Dies Suddenly 


The first man to join The Control- 
lers Institute of America, Mr. R. 
Franklin Hurst, died on May 3, 1941, 
following a heart attack. He lived 
only four hours after the attack came 
on. He was buried on May 6 in Hill- 
side Cemetery, Plainfield, New Jer- 
sey. 

Mr. Hurst held membership cer- 
tificate Number 1 in The Institute. 
He was one of the original group of 
thirty men who in the fall of 1931 
approved plans which were sub- 
mitted to them for formation of the 
Institute, and was the first to: write 
the founder of The Institute that he 
was in favor of forming the proposed 
organization. His letter was accom- 
panied by a check, together with an 
application for membership. During 
the months that followed he served 
as a member of the Board of Trus- 
tees which defined the policies of The 
Institute. He contributed liberally 
to it, was elected a member of the 
first Board of Directors, and served 
several terms on it. He was one of 
the group which advocated and made 
possible the launching of THE Con- 
TROLLER, in February, 1934. 

Many members of The Institute 
became personally acquainted with 
Mr. Hurst, and admired his forth- 
rightness and sound thinking. He 
made a host of friends. The early 
Year Books of The Institute contain 
many references to his addresses and 
remarks, in discussions of important 
matters of policy. 

Of the group of thirty men who 
first rallied to the cause of The Insti- 
tute, and who took up the tasks out- 
lined by the founder, carrying them 
forward with intelligence and zeal 
during the dark days of 1932 and 1933, 
Mr. Hurst was in the forefront. His 
vision of the need of an organization 
of controllers was farsighted and in- 


spiring. 


Mr. Hurst’s enthusiasm for The 
Institute, and his unflagging devotion 
to it, were responsible in large meas- 
ure for its quick success and steady 
growth. During those years he acted 
as controller for Walter Scott & 


R. FRANKLIN HURST 


Company of Plainfield, New Jersey, 
manufacturers of newspaper printing 
presses and equipment. He was a 
native of Hagerstown, Maryland, born 
January 20, 1883. Mr. Hurst about 
the time of the first World War 
was connected with the American 
International Company in Mexico 
City. Since 1924 he had resided in 
Plainfield. 

Mr. Hurst was a graduate of New 
York University School of Com- 
merce, Accounts and Finance in 1909 
and was a member of Alpha Kappa 
Psi fraternity. In several local Com- 
munity Chest campaigns he was a 
solicitor. He attended the Crescent 
Avenue Presbyterian Church. 

Surviving are his widow, Mrs. 
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Constance Saltonstall Patton Hurst, 
and a daughter, Miss Elizabeth Sal- 
tonstal Hurst, at home. 

Members of The Controllers In- 
stitute of America were shocked to 
learn of the passing of the first mem- 
ber of the organization, and many of 
them sent messages of sympathy to 
the family. 


WORCESTER BOUCK 


Death came to Worcester Bouck, 
aged 63 years, of the Lionel Corpora- 
tion, New York City, manufacturers 
of toys, on May 23, as the result of a 
heart attack suffered while at business. 
His home was at Montclair, New Jer- 
sey. 

Mr. Bouck became a member of 
The Controllers Institute of Amer- 
ica on June 28, 1940, and held mem- 
bership certificate number 1687. 

Mr. Bouck was born in Brooklyn 
and attended schools there. From 
1902 until 1929 he was associated 
with the Equitable Trust Company, 
resigning as assistant secretary of the 
company to become vice-president 
and treasurer of the Arcturus Radio 
Tube Company, of Newark. 

In 1933 Mr. Bouck left the radio 
business when he was appointed con- 
servator of banks in Syracuse, after 
the banking holiday proclaimed by 
President Roosevelt. In 1934 he was 
named receiver for the Lionel Cor- 
poration, and after it emerged from 
receivership he became vice-president 
and comptroller. Judge Guy L. Fake, 
in United States District Court, New- 
ark, described the receivership one 
of the most successful in the history 
of the court and praised the work of 
Mr. Bouck and Mandell Frankel, also 
a receiver. 

In 1937 Mr. Bouck served as a vice- 
president of the Toy Manufacturers 
of the U. S. A. and two years later 
was elected treasurer of the associa- 
tion. 











FIRST PRIZE TO HEYWOOD- 
WAKEFIELD EMPLOYEE 
ORGAN 


First prize in the employee house 
organ contest conducted by the Asso- 
ciated Industries of Massachusetts 
was awarded to Heywood-Wakefield 
Company by the judges. The publica- 
tion is entitled “Shop News”. 

Second award went to General 
Electric Company of Lynn, Massa- 
chusetts, for its “General Electric 
News’; and third award to Strath- 
more Paper Company for its ‘The 
Strathmorean”’. 

Ten points each could be awarded 
for design, copy, illustration, and 
printing; and twenty points each for 
presentation of company interest, 
treatment of reader interests, and 
general appraisal. 

The contest was for five classes of 
house organs: for employees, for cus- 
tomers, for sales departments, for 
distributors, and for house organs 
published outside of Massachusetts, 
this division being divided into three 
classes. 

The American Optical Company's 
magazine “Vision” won first prize in 
the class for customers; the ‘Miral- 
ume News Letter” of the Hygrade 
Sylvania Corporation won first prize 
for sales departments. 

In the class devoted to house or- 
gans published outside of Massachu- 
setts, the Gulf Oil Company’s maga- 
zine “The Orange Disc’ won first 
prize in class B-1; the United States 
Steel Company’s magazine “U. S. 
Steel Magazine” won first prize in 
class B-2; and the Monsanto Chem- 
ical Company's “Monsanto Maga- 
zine” won first prize in class B-5. 


“THE INTERNATIONAL GOLD STAND- 
ARD REINTERPRETED: 1914-1934” 
by William Adams Brown, Jr., of Brown 
University. Published by the National 
Bureau of Economic Research, 1819 
Broadway, New York City. 1450 pages 
(two volumes), 91 tables, 82 charts. $12. 


In this book, which is a detailed histori- 
cal analysis of the workings of the gold 
standard since 1914, Professor Brown does 
not bring his analysis down beyond the 
devaluation of the dollar in 1934. The cen- 
tral theme of his book, the author says, “‘is 
the progressive decentralization of the 
world’s international credit system and the 
economic changes responsible for it.” The 
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four main divisions of the book are first 
“Breakdown’”—the war period; second, 
“‘Restoration’’—the period from the freeing 
of the dollar-sterling exchange from control 
in 1919 to the return of Great Britain to 
the gold standard in 1925; third, “Experi- 
mentation” —the period when Great Britain 
was on the gold standard, 1925-1931; and 
fourth, ‘“Distintegration’—the period from 
Great Britain’s abandonment of the gold 
standard to the devaluation of the Ameri- 
can dollar, 1931-1934. 

According to the publishers, ‘‘an underly- 
ing assumption that Great Britain and the 
United States are the two major financial 
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powers whose policies must be harmo- 
nized as a prerequisite to the re-establish- 
ment of stability may be invalidated by the 
present war.” 

Reviewed by HaRvEY M. KELLEY. 


Employment 


C. P. A. seeks executive position with 
growing industrial concern, preferably in 
St. Louis, as controller or assistant to finan- 
cial executive. Has wide experience in ac- 
counting, financial matters, costs, systems, 
income taxes, reports, and financial state- 
ments. Married. College graduate. Age 39. 
Write Box 358, ‘The Controller.” 
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“INTERNAL AUDITING. ITS NATURE 
AND FUNCTION AND METHODS OF 
PROCEDURE,” by Victor Z. Brink, Ph.D., 
C.P.A., Instructor in Accounting, School of 
Business, Columbia University. Ronald 
Press, New York. 549 pp. $4.50. 

This book has two major purposes, states 
the author in his preface. One is to be of 
use to those directly concerned with internal 
auditing, and the other is to make it pos- 
sible for accountants and executives to gain 
a deeper insight into, and a better under- 
standing of, the potentialities of internal 
auditing as a device for more effective con- 
trol of operations. 

Part I is an introduction to the subject, in 
which a comparison is made between in- 
ternal and external auditing, and the dis- 
tinction is shown between internal auditing 
and internal check. The objectives of in- 
ternal auditing are examined and classified, 
and the organization and operation of the 
internal auditing department are surveyed at 
some length. In chapter 3 it is interesting 
to note several pages devoted to the rela- 
tionship between the auditor and controller, 
and to find quoted the by-law proposed by 
The Controllers Institute in which is de- 
fined the duties of a controller. 

Part II devotes more than 300 pages to a 
thorough and detailed breakdown of in- 
ternal auditing into all its phases. The ele- 
ments of cash, receivables, investments, in- 
ventories, fixed and other assets, payables, 
accruals, payrolls, taxes, other liabilities, 
ownership equities, income, expense, regular 
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and special activities of the internal auditor, 
working papers, findings, and reports, are 
dealt with extensively. Included also are ex- 
cerpts from manuals of internal auditing 
procedure of several organizations. Among 
the many other items to be found are the 
author's views on filing, storage, waste 
space, lighting, ventilation, arrangement of 
desks, and office discipline, to mention only 
a few. 

Part III covers coordination of the in- 
ternal auditing department and the outside 
auditor, the evaluation of internal auditing 
services, and conclusions. This is followed 
by three appendices: a questionnaire for the 
evaluation of internal check, a bulletin used 
for a review of internal procedures, and a 
bibliography of 26 books and 36 other 
items. Lastly this work ends with a 15 page 
index which lists considerably more than 
one thousand references. This will give an 
indication of the author’s thoroughness. 

The reader will find this book easy to 
read and to understand. It is interesting 
and a welcome addition to accounting litera- 


ture. Reviewed by RANDOLPH LANE. 


“QUASI-ARBITRATION” 
MAKES ITS BOW 
And now “Quasi-Arbitration” makes 
its bow, as a new method for settling 
business disputes. 
Common methods for settling busi- 





ness disputes are a lawsuit or an arbi- 
tration. Both methods take the settle- 
ment out of the hands of the patties. 
This frequently gives rise to objection. 
Business men prefer to do their own 
settling. 

To meet this condition J. Pryse 
Goodwin has conceived quasi-arbitra- 
tion, which comprises a hearing on the 
dispute (as in an arbitration) followed 
however, not by an award, but by an in- 
tensive study of the diverse claims pre- 
sented, and of the supporting accounts 
and other data, and by preparation of a 
report, which presents a review of each 
claim made and a suggested basis for 
settlement. 

Mr. Goodwin says that he makes a 
practice of ‘‘discussing each claim in 
complimentary and tactful terms; while 
the suggested basis for settlement is 
drawn, not only to serve the ends of 
justice, but also to save the face of 
both parties. Conferences seem natu- 
rally to follow, leading to settlement, 
by the parties themselves. 

Mr. Goodwin is a public accountant, 
a management engineer, and an arbi- 
trator. 
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PERSONAL NOTES 

Mr. Oscar N. Lindahl, a former president 
of The Controllers Institute of America, 
(1939-1940), and at present the chairman 
of its Executive Committee, has been elected 
vice-president in charge of finance of 
Carnegie-Illinois Steel Corporation of Pitts- 
burgh, effective June 1. He succeeds Mr. 
M. D. Howell, who will devote all of his 
time to duties as vice-president financial, 
secretary and treasurer of United States 
Steel Corporation of Delaware. Mr. Lindahl 
has been associated with the Universal Atlas 
Cement Company since 1911, most recently 
as controller and secretary. 

Mr. Lindahl was born in Sweden, came 
to America and attended public and private 
schools at Chicago. He was employed by 
Butler Bros., in Chicago from 1900 to 1907. 
He entered the employ of United States 
Steel subsidiaries with the Illinois Steel 
Company in 1907, and joined Universal 
Atlas Cement Company in 1911. He served 
the cement company successively as general 
bookkeeper, chief accountant, auditor and 
assistant secretary, and controller and secre- 
tary. Mr. Lindahl is a member and former 
director of the National Association of Cost 
Accountants, a member of the Advisory 
Committee and a former president of the 
Illinois Manufacturers Cost Association, 
and former chairman of the Accounting 
Committee of the Portland Cement Asso- 
ciation. 

Numerous contributions to magazines 
have been made by Mr. Lindahl, and he 
has lectured frequently on financial sub- 
jects. He is a former member of the faculty 
of Chicago Law School, and is a member 
of several clubs. 

It was on April 29, 1935 that Mr. Lindahl 
became a member of The Controllers In- 
stitute of America. At that time he was 
situated in Chicago, and he became an ac- 
tive member of the Chicago Control, later 
transferring to the New York City Con- 
trol when the offices of the Universal Atlas 
Cement Company were moved to New York 
City. He was a member of the National 
Board of Directors and a vice-president of 
The Controllers Institute of America when 
he was elected president in the fall of 1939. 
He will continue his activities in The In- 
stitute after his removal to Pittsburgh. 

Mr. Lindahl has many friends both within 
and outside of The Institute, who regard 
his promotion as well merited. 


Effective June 1, Mr. Noel E. Keeler, 
treasurer of American Blower Corpora- 
tion, Detroit, Michigan, became controller 
of Hygrade Sylvania Corporation whose 
executive offices are in New York City. 
Hygrade Sylvania Corporation is the sec- 
ond largest manufacturer of radio tubes, 
the third largest of incandescent light 
bulbs, and is a pioneer in fluorescent 
lighting. Mr. Keeler has been a member 
of The Controllers Institute of America 
since January 27, 1936, and was President 


of the Detroit Control for the 1936-1937 
fiscal year. He automatically becomes a 
member of the New York City Control. 


As of June 1, Mr. William L. Kauffman, 
formerly controller of La France Industries, 
of Philadelphia, became treasurer of the 
Dictograph Sales Corporation, 580 Fifth 
Avenue, New York City. He has been a 


member of The Institute since February 
25, 1957. 

The Milwaukee newspapers recently an- 
nounced the election of Mr. J. A. Keogh 
as a vice-president of the Allis-Chalmers 
Manufacturing Company. He will continue 
his work as controller of the company. He 
is a member of The Controllers Institute of 
America with certificate of membership 
Number 791. 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America, 
held June 5, 1941, the applicants named 
below were elected to active membership 
in The Institute: 


W. G. ABERNETHY 
The Central Foundry Company, New York 
City. 
FLtoyp A. AKINS 
Avon Products, Inc., New York City. 
Roy L. ALBORG 
O’Cedar Corporation, Chicago. 
RussELL G. BAKER 
Atlanta Laundries, Inc., Atlanta. 
STANLEY T. BLAIR 
Cluett, Peabody & Company, Inc., Troy, 
New York. 
E. W. BouRKE 
American Snuff Company, Memphis. 
Kar_ G. CLEMENT 
Vick Chemical Company, New York 
City. 
HENry B. Hays 
Eimer & Amend, New York City. 
JOHN W. GARRETT 
John R. Thompson Company, Chicago. 
Joz GIBSON 
The Rath Packing Company, Waterloo, 
Iowa. 
CHARLES H. GorDON 
Seattle-First National Bank, Seattle. 
LuKE E. GRAHAM 
Aero Supply Manufacturing Company, 
Inc., Cory, Pennsylvania. 
J. H. Keys 
Illinois Iowa Power Company, Decatur, 
Illinois. 
ORVILLE H. MCCLELLAND 
South Penn Oil Company, Pittsburgh. 
W. P. MarsH, JR. 
U. S. Industrial Alcohol Company, New 
York City. 
HowarpD MILLER 
Cowhan Engineering Company, Chicago. 
Davip H. RowE 
Cribben & Sexton Company, Chicago 
JAMES K. VAUGHAN 
Humble Oil & Refining Company, Hous- 
ton. 
S. K. WATERS 
Crown Central Petroleum Corporation, 
Houston. 
D. G. WISHART 
George Muehlebach Brewing Company, 
Kansas City, Missouri. 
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MEETINGS OF CONTROLS 


DETROIT 
Topic: “GENERAL ROUND TABLE 
DISCUSSION” 

The Program Committee of the Detroit 
Control arranged a Round Table Discus- 
sion confined to members only, at the 
monthly meeting which was held on May 
14 at the Hotel Statler. Special interest 
had been shown in meetings of this na- 
ture, so members of the Control were 
pleased with the opportunity to learn the 
experiences and obtain the advice of their 
fellow members. 


DISTRICT OF COLUMBIA 
Topic: “THE INTERNATIONAL SIT- 
UATION” 

The District of Columbia Control held 
its regular monthly meeting on May 27 
at the Carlton Hotel. The members 
considered themselves fortunate in hav- 
ing as a speaker for the evening Mr. 
Jacques de Thier, First Secretary of the 
Belgian Embassy, who gave an interest- 
ing address pertaining to the interna- 
tional situation. Arrangements for the 
June meeting which will be held at some 
other location will be announced later. 


INDIANAPOLIS 
Topic: “SECONOMIC CONSE- 
QUENCES OF WAR” 

Mr. Verl L. Elliott, president of The Con- 
trollers Institute of America, was a guest at 
the monthly meeting of the Indianapolis 
Control which was held on May 28 at the 
Antlers Hotel. The subject for discussion 
was ‘Economic Consequences of War’ un- 
der the leadership of Dr. Harry C. Sauvain, 
Professor of Finance, Indiana University, 
Bloomington, Indiana. The subject was a 
timely one and Dr. Sauvain was well 
equipped to handle it. There was a large 
turn-out of members and guests at the meet- 
ing, which was most interesting and success- 
ful. 


KANSAS CITY 
Topic: “DEFENSE PROGRAM AC- 
COUNTING” 

Mr. Verl L. Elliott, The Atlantic Re- 
fining Company, Philadelphia, president 
of The Controllers Institute of America, 
was the speaker at the monthly meeting 
of the Kansas City Control on May 15 at 
the Kansas City Club. His subject was 
“Defense Program Accounting.” The 
members were enthusiastic in their re- 
ception of Mr. Elliott’s address and were 
greatly pleased to have the opportunity 
to know him better. There was a large 
attendance and the meeting was most 
successful. 
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LOS ANGELES 
SAN FRANCISCO 
Topic: “PACIFIC COAST CONFER- 
ENCE” 


The third Pacific Coast Conference of 
the Los Angeles and San Francisco Con- 
trols was held on May 17 at the Hotel 
St. Francis, San Francisco. It was an 
all-day conference with sessions in the 
morning and afternoon, a luncheon at 
noon, and a dinner (without a speaker) at 
night. There was a good attendance and 
much valuable material for controllers 
was the reward for being present. 


MILWAUKEE 
Topic: “HUMAN TOUCH IN BUSI- 
NESS” 

The last meeting of the 1940-1941 
season of the Milwaukee Control was 
held on May 13 at the University Club. 
The speaker was Mr. Nathan W. Sheffer- 
man of Chicago. For the past several 
years he has been with Sears, Roebuck 
and Company in the field of employer- 
employee relations, and previously was 
with the Emerson Engineers, advisors to 
employers on improved production meth- 
ods. Because of his experience he has a 
nation-wide prospective regarding em- 
ployer-employee relations, so his address 
on “Human Touch in Business” was of 
particular interest to members concerned 
with personnel. Officers and directors 
for the ensuing season were elected at 
this meeting. 


NEW ENGLAND 
Topic: “ANNUAL MEETING” 

The annual meeting of the New Eng- 
land Control was held at the Weston 
Golf Club in Weston, Massachusetts, a 
suburb of Boston. Golf in the afternoon, 
dinner and the monthly meeting of the 
Control in the evening constituted the 
program. Officers and directors for 1941- 
1942 were elected and the reports of the 
retiring officers were read and accepted. 
The Control was pleased to have as a 
guest Mr. Arthur R. Tucker, Managing 
Director of The Institute. 


NEW YORK CITY 
Topic: “THE MANAGERIAL REV- 
OLUTION” 

Despite an unseasonably hot night, a 
large attendance greeted Mr. James Burn- 
ham as the speaker at the monthly meet- 
ing of the Control on May 22 at the 
Hotel Shelton. His subject was ‘The 
Managerial Revolution.” Mr. Burnham 
is Assistant Professor of Philosophy at 
New York University and is the author 
of the highly controversial book, just 
published, titled “The Managerial Rev- 
olution.” He stated his belief that cap- 
italism is almost ended and challenged 
the historic belief that socialism is the 
only alternative. He showed that a rev- 
olution is already under way by which 

















INSTITUTE ACTIVITIES 








control is being rapidly taken over by 
the managerial class in industry, labor, 
and government. 

His book has attracted wide attention. 
Some of the leading newspapers have 
published not only one review, but sec- 
ond and third reviews. In this issue of 
“The Controller’ a review is published 
which has been written by Mr. L. W. 
Jaeger, of the Colonial Optical Company, 
a member of The Institute. 

Members of the Control were pleased 
to meet and hear Mr. Burnham. 


PHILADELPHIA 
Topic: “OPEN FORUM, NEW MEM- 
BERS’ NIGHT” 


In response to many requests for such 
a type of meeting, an Open Forum con- 
stituted the program for the monthly 
meeting of the Philadelphia Control on 
May 1 at the Penn Athletic Club. In 
order to provide orderly discussion, mem- 
bers had been requested to submit in ad- 
vance questions or problems to the chair- 
man of the Program Committee, Mr. M. 
Z. McGill of the Collins and Aikman 
Corporation. 

The evening was designated as New 
Members’ Night. It was felt that as the 
membership of the Control increases, it 
is important to preserve the friendly con- 
tacts and spirit of good fellowship which 
have always prevailed. President Thomas 
W. Dinlocker in his greeting quite fit- 
tingly suggested that there could be no 
real distinction between old and new 
members, and that every member was 
equally entitled to share in the privileges 
and the responsibilities of the Control. 
The annual election of officers and di- 
rectors for the ensuing year took place. 
At the conclusion of the evening, the en- 
tire membership present paid a tribute 
to Mr. Dinlocker’s work as president. 


PITTSBURGH 
Topic: “PERSONAL IMPRESSIONS 
OF SOUTH AMERICA” 

The Pittsburgh Control held its first 
country club meeting of the year on May 
26 at the Edgewood Country Club. The 
program consisted of golf from 2 to 6 
P.M., dinner from 7 to 8 P.M., and the 
regular monthly meeting from 8 to 10 
P.M. The speaker of the evening was 
Mr. David Glick, attorney-at-law, who 
gave an address on South America and 
illustrated it with motion pictures. Al- 
though he has traveled 26,000 miles in 
South America in the interest of interna- 
tional refugee work, he confined his ad- 
dress to his impressions of the country. 
The report of the Nominating Commit- 
tee was made at this meeting. 


ST. LOUIS 
Topic: “AFFAIRS OF THE INSTI- 

TUTE” 
The St. Louis Control was honored by 
having as its guest and speaker, Mr. Verl 


L. Elliott, The Atlantic Refining Com- 
pany, Philadelphia, national president of 
The Controllers Institute of America, at 
the monthly meeting which was held on 
May 26 at the Missouri Athletic Club. 
Mr. Elliott had an especially worth- 
while message and was cordially received 
by the large number of members in at- 
tendance. 


TWIN CITIES 
Topic: “RECENT TRENDS IN EM- 
PLOYMENT REGULARIZATION 

AND ANNUAL WAGE PLANS” 

The regular monthly meeting of the 
Twin Cities Control was held at the St. 
Paul Athletic Club on May 6 with Pres- 
ident Reynold A. Lee, Powers Dry Goods 
Company, Minneapolis, presiding. After 
the business meeting, he introduced the 
speaker of the evening, Dr. Emerson P. 
Schmidt, of the University of Minnesota, 
who had selected as his subject “Recent 
Trends in Unemployment Regularization 
and Annual Wage Plans.’ He gave an 
excellent presentation of this subject. He 
feels that one of the important factors in 
saving the American system is employ- 
ment security through stabilization, which 
is stimulated by merit rating provisions. 


At the conclusion of his address Dr. 
Schmidt suggested that employers in 
favor of merit rating make their wishes 
known to their congressmen at once. 

The attendance at this meeting con- 
sisted not only of the members of the 
Control and their guests, but also twenty- 
three members and guests of the Twin 
Cities Chapter of the Controllers Con- 
gress. It was voted that the annual meet- 
ing and golf tournament of the Control 
be held on May 27. A Nominating Com- 
mittee was appointed to submit a -ticket 
of nominees to be elected by the mem- 
bers at the May 27 meeting. A Golf 
Committee was also appointed to com- 
plete arrangements for the tournament 
and announce them later. 


BALTIMORE 
Topic: “WHEN THE CORPORATION 
LEAVES HOME” 

The monthly meeting of the Baltimore 
Control was held on May 14 at the Lord 
Baltimore Hotel, with President Arthur 
R. Burbett presiding. The evening was 
spent mainly in an exchange of experi- 
ences with existing regulations and state 
decisions. Mr. S. Chaplin Davis, The 
Baltimore Salesbook Company, a member 
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of the Control, led an interesting dis- 
cussion on “When the Corporation 
Leaves Home” and brought out several 
important points of information. 


BUFFALO 
Topic: “A CASE STUDY IN AC- 
COUNTS PAYABLE” 

The May meeting of the Buffalo Con- 
trol was held at the Buffalo Club on May 
6. Mr. Albert H. Rumble, president of 
the Control, presided. He appointed a 
nominating committee who will present 
nominations for officers and directors at 
the next meeting. Announcement was 
made that the June meeting would be 
held on June 3 at either the Park Club 
or the Country Club, with an opportunity 
to play golf in the afternoon. Mr. J. H. 
Goodwin, Jr., of the Columbus McKin- 
non Chain Corporation, Tonawanda, 
New York, a member of the Control, led 
a discussion on the subject ‘““A Case Study 
in Accounts Payable—National Gypsum 
Company.” The methods employed by 
the National Gypsum Company in handl- 
ing accounts payable were discussed and 
explained by Mr. Goodwin and Mr. Gib- 
son, by whom the study was jointly made, 
and detailed points were further ex- 
plained by Mr. Walter S. Corrie, the 
controller of the National Gypsum Com- 
pany. The other members of the Con- 
trol contributed to the discussion by 
criticizing the methods used or explain- 
ing their own in instances in which they 


differed. 


BUFFALO 

ROCHESTER 

SYRACUSE 

Topic: “SECOND TRI-CONTROL 
MEETING AND DINNER” 


Under the direction of the Syracuse 
Control, a tri-Control meeting was held 
at the University Club, Syracuse, on 
May 13. The following Controls partici- 
pated: Buffalo, Rochester, and Syracuse. 
Guests of honor were Mr. Verl L. Elliott, 
President of The Controllers Institute of 
America, and Mr. Arthur R. Tucker, 
Managing Director of The Institute. Af- 
ter addresses by the national officers, the 
meeting was thrown open for discussion 
of timely topics. All three Controls were 
well represented and every one had a 
good time. President Albert H. Rumble 
of the Buffalo Control invited the three 
Controls to meet in Buffalo in 1942, and 
the invitation was accepted. 


CINCINNATI 
Topic: “MEMBERS ONLY: 
PRISES IN STORE”! 

The May meeting of the Cincinnati 
Control was held on May 13 at the offices 
of The Cincinnati Gas & Electric Com- 
pany. The minutes of the meeting have 
not been received at the National Office 


SUR- 


of The Institute, so at the present writ- 
ing details cannot be divulged as to the 
meaning of the announcement ‘Members 
Only: Surprises in Store!’ The nomi- 
nating committee presented the list of 
nominees for officers and directors for the 
year 1941-1942 to be voted on at the 
June meeting and plans for the June out- 
ing were made. A report was presented 
on the Mid-Western Conference of The 
Institute which was held in Detroit on 
April 20 and 21. 


CLEVELAND 

Topic: “TRIP THROUGH PLANT” 

The May meeting of the Cleveland 
Control was held on May 13 at the 
Painesville Plant of the Industrial Rayon 
Corporation. The program consisted of 
a trip through the plant, starting at 3 
P.M. with dinner about 6 P.M. in the 
plant as guests of the company. The host 
was Mr. Earl V. Batteurs, controller of 
the company, and a member of the Con- 
trol. Following the dinner, President 
Thornton announced a short business ses- 
sion to hear a report on the Mid-Western 
Spring Conference at Detroit. The Nom- 
inating Committee submitted its report 
on nominees for officers and directors 
for action to be taken at the annual 
meeting of the Control in June. 


CONNECTICUT 
Topic: “PERSONNEL PROBLEMS 
ARISING FROM INVOLUNTARY 
MILITARY SERVICE” 

The members of the Connecticut Con- 
trol at their monthly meeting on May 7 
at the Hotel Elton, Waterbury, held a 
lively discussion following an interesting 
address on “Personnel Problems Arising 
from Involuntary Military Service.” The 
speaker was Mr. G. Roy Fugal, personnel 
supervisor, General Electric Company, 
Bridgeport. His remarks cannot be re- 
leased at the moment but will probably 
be available at a later date. 


DAYTON 
Topic: “THE EFFECT OF FLUCTU- 
ATING PRICES ON INVENTORY 
VALUATIONS AND ITS EFFECT 
ON PROFITS” 

Mr. M. G. Schiller, treasurer of the 
Davies-Young Soap Company and a mem- 
ber of the Dayton Control, led an inter- 
esting discussion on “The Effect of Fluct- 
uating Prices on Inventory Valuations 
and its Effect on Profits’ at the monthly 
meeting of the Control on May 8 at the 
Van Cleve Hotel. 

An election of officers and directors 
was held. It was announced that the 
next regular meeting of the Control will 
be held on June 12 at the Miami Valley 
Golf Club, and a letter is to be sent to 
all members asking for questions to be 
discussed at that time. 
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EMPLOYMENT 


Young Certified Public Accountant 

Employed in accounting department of 
nationally known business firm, now desires 
a position in controller’s office. College 
graduate, also Master's degree Harvard 
Graduate School of Business Administra- 
tion, and a certified public accountant (New 
York). Experience includes four years with 
outstanding public accounting firms and two 
years with present connection in head office. 
Age 31, married, moderate salary, no re- 
strictions with respect to location. Address 
No. 368 ‘‘The Controller.” 


Controller—Treasurer 

The unusually broad experience in ac- 
counting and executive work, as con- 
troller and treasurer of large corpora- 
tions and as a certified public accountant 
(Michigan), makes this man_ especially 
valuable. He has handled investigations, 
installed cost and accounting systems, 
standardized methods, had charge of budg- 
etary control and federal and state in- 
come tax work. It can be said of him 
that he performs his duties with judg- 
ment, accuracy, and dispatch. Is a mem- 
ber of The Institute. Address Number 
370, “The Controller.” 


Controller 

This man has had ten years in a proc- 
essing industry. Qualified to set up and 
supervise the operation of an accounting 
department organization and procedure 
which will cooperate with and assist in the 
operation of other departments of the 
business. Experienced in cost and budget 
work, varied and extensive tax activities, 
capital asset control, and the like. Age 
34, excellent educational and family back- 
ground. Address No. 369, “The Controller.” 
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1300 Hours Left 
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DON’T WASTE A MINUTE! 








Time ebbs away... Every clock-tick brings 
us closer to the end of 1941... The average 
business office has less than 1300 normal 
working hours left! The only way America 
can Get more time is to Save it. Let’s make 
Time-Saving a National Obligation. 





F you have a Time Problem in your No matter what your problem may 
Accounting Department Underwood _ be put it up to Underwood Elliott Fisher 
Elliott Fisher's staff of machine account- _ by telephoning our nearest Branch today. 
ing specialists is at your service. Underwood Elliott Fisher produces 
If the pace of today’s business is three complete lines of accounting ma- 
threatening to outstrip yesterday's ac- chines with a wide variety of models in 
counting methods . . . if accounting each and, in addition, maintains this 
problems tend to disrupt vital produc- great nation-wide staff of specialists to 


tion schedules and develop into office help you put the right machine in the 
bottlenecks, make use of the experience right place. Why not telephone today ? 
and counsel of Underwood Elliott UNDERWOOD ELLIOTT FISHER COMPANY 
Fisher's great staff of machine account- One Park Avenue, New York, N. Y. 
ing specialists. Sales and Service Everywhere 


Perhaps your problem involves ac- 
counts receivable or payable. It may con- Underwood 
cern stock control, billing, order writing Elliott Fisher 
or pay rolls with all the records that 


must be maintained to meet Federal Sundstrand 
and State requirements. ACCOUNTING MACHINES 
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Underwood Elliott Fisher Company SUNDSTRAND — 
CLASS A ACCOUNTING MACHINE 

One of three complete lines of accounting machines 

produced in a wide variety of models by Underwood 

Elliott Fisher. It offers an extremely flexible and 

effective form of machine accounting at an ex- 

tremel) low cost. Feature for feature, no other 


accounting machine offers so much for so little. 
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MATERIAL CONTROL—Records that control LABOR ACCOUNTING —Earnings calculations, 
the flow of materials and parts to scheduled wage accruals, payroll records that insure 
rate of production—furnish up-to-the-minute the prompt payment of personnel—provide 
statistics and reports. adequate statistics and reports. 


COST RECORDS—Cost-to-date figures—avail- MANAGEMENT FIGURES—Vital figure-facts, 
able every day—that provide expense and statistics and reports that permit quick de- 
production controls and statistics for review. cisions, quick action. 





In every line of business, today’s Burroughs machines are furnishing vital 
records and control figures faster, easier, and at less cost. Find out how 
Burroughs can help you. Telephone your local Burroughs office today. 


BURROUGHS ADDING MACHINE COMPANY e DETROIT, MICHIGAN 


jodays Burroughs 
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